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THREE TRENDS IN THE SECOND QUARTER 


They point toward personal spending as the key to business conditions 


and services declined considerably further from the 

$433-billion annual rate of the last quarter of 1957. 
The major declines were in personal consumption ex- 
penditures, producer durables, and inventory demand. 
Other than the persistent postwar uptrends in personal 
outlays for services and in the expenditures of state and 
local governments, offsetting strengths to counter these 
downtrends were few and far between. 

In the first quarter of 1954, the decline of GNP 
slowed to a halt, as sharp reductions in federal spending 
for national security were offset by emerging strengths 
in the private sector. In the first quarter of 1958, weak- 
ness in business conditions in the private economy con- 
tinued to dominate the trend. At the start of the second 
quarter, the 1958 recession has seemingly edged a little 
off the scale provided by the 1954 recession. For this 
reason, and for several other reasons as well, the trend 
of business in the second quarter has developed an 
extraordinary significance for the year as a whole. 


|: THE FIRST quarter, national output of goods 


The Inventory Trend 


As the quarter opens, inventory liquidation is evi- 
dently progressing at a rapid rate. In the first quarter, 
the rate was apparently close to $6 billion annually, and 
there is no clear indication that it has recently abated. 
The rate of inventory change has rarely exceeded $6 
billion (either up or down), except under special circum- 
stances, and then for only relatively brief periods. The 
obvious reason for this limitation on the rate of inven- 
tory change is that efforts to exceed the range are partly 
self-defeating. Attempts to liquidate at a still greater 
rate so damage the income flow that final demand falls 
off, making it more difficult to clear shelves. Conversely, 
efforts to accumulate at much above the $6-billion rate 
would ordinarily yield a considerable expansion in in- 
comes, and hence in final demand, in turn making it 
more difficult to accumulate shelf stocks. 

This pocket analysis of the inventory trend has to be 
surrounded with the usual cautions. If final demand 
were to continue strong for reasons that have nothing 
to do with inventory policy, it would be possible to 
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liquidate at a very rapid rate. The impact of such 
liquidation on incomes would, under such circumstances, 
be offset by strength in other sectors. However, general 
experience with the business cycle suggests that when 
inventory demand is weak, few other private demands 
are likely to be strong. 

Without venturing further into the labyrinth of the 
business cycle, two things about the current trend of 
inventory seem clear enough. In the first place, liquida- 
tion is a healthy development, even if excessive inven- 
tory is not the only thing wrong with the patient. On 
the other hand, a prolonged dosage of rapid liquidation 
may have cumulating side effects. The low levels of 
operation associated with inventory liquidation natu- 
rally tend to affect business sentiment, and they affect 
it more the longer they last. Moreover, inventory liqui- 
dation, because it produces a very low level of new 
orders, results in declining backlogs—very sharply de- 
clining backlogs, in the present instance. 

In the last half of 1957, backlogs in durables goods 
industries were falling at a rate of about $1.5 billion per 
month; on a seasonally adjusted basis, they are still fall- 
ing at that rate despite reductions in sales (and despite 
a sharp turn-around in defense ordering that has stabi- 
lized backlogs in the transportation equipment indus- 
try). In late 1957 and early 1958, 15% of durable goods 
shipments have been against backlogs. Even at the re- 
duced operating rates prevailing in March, one could 
argue that production and new orders are now linked 
more closely than they were even three months ago by 
the intervening decline in backlogs. Unless new orders 
improve, output will have to subside further. 


A Two-edged Sword 


The inventory situation in the second quarter is thus 
a two-edged sword. If liquidation continues at a 
$5 billion—$6 billion annual rate, which many analysts 
expect, inventory itself will be clearing up rapidly as 
an independent source of concern, and may in fact be 
moving toward a source of strength. But the price may 
be a further decline in production, and perhaps some 
further lowering of expectations. 


Trends by Sector in the National Accounts 
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All series in billions of dollars; quarterly figures are seasonally adjusted annval rates, Dotted lines are annual avera 
Sources: Department of Commerce; The Conference Board 
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In certain industries, of which steel is an outstanding 
example, the rate of production has fallen so sharply 
that further decline is almost ruled out, and it is pos- 
sible that production rates may rise toward a more 
normal level. But judging from the available figures on 
inventories by stage of fabrication, it is finished goods, 
rather than raw materials, which remain in an excessive 
inventory position. In fact, liquidation of finished durable 
goods stocks! only began in early 1958. 

With the rate of inventory liquidation no longer 
steepening, business in the second quarter is likely to 
experience a confusing array of cross currents. Those 
raw materials industries already struck hard by liquida- 
tion may on balance suggest improvement. It is worth 
noting, however, that statistical information is available 
more rapidly and more accurately for raw materials 
than for finished goods. (Of seven production series 
carried on a weekly basis in Tue ConFERENCE Boarp’s 
Desk Sheet, six—steel, paper, paperboard, coal, petro- 
leum, and lumber—are raw materials and only one— 
automobiles—is a finished good.) It should be borne in 
mind during the second quarter that rates of change in 
raw-materials output will not necessarily be a good 
guide to the total behavior of the manufacturing sector. 
What will be an issue in the second quarter is whether 
the downward tide of finished goods production and 
demand experienced in the first quarter is broadening 
and deepening, or whether it is resisting recession in the 
way it resisted recession in 1949 and 1954. 


The Consumption Trend 


Going into the second quarter, the rate of personal 
consumption remains the single most important measure 
of the probable scope of the business decline. What 
happens to personal consumption depends partly upon 
the flow of income to consumers, and partly upon how 
consumers feel about the future. In other words, it de- 
pends on how much money consumers have to spend, 
and how willing they are to spend it. 

With respect to the second of these factors, the 
Federal Reserve’s annual survey of consumer finances, 
conducted by the University of Michigan, points to 
some deterioration in consumer expectations, but hardly 
a very substantial deterioration. In early 1958, consum- 
ers appear to be suffering from the same form of double 
vision that often affects executives’ vision when they are 


1In the Commerce Department’s classification, “stage of fabrica- 
tion” is determined by the character of the good relative to its owner, 
rather than its place in the general stream of production. Steel sheet 
isa finished good to a steel producer, although economically it is a 
raw material. The fact that finished goods inventories are just begin- 
ning to decline thus does not mean that inventory liquidation in the 
second quarter will be confined exclusively to industries producing end 
products only. It does mean that production rates may be curtailed 
in some industries to forestall further accumulation of shipping stocks, 
even if new orders do not decline further 
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DIFFUSION INDEX STABILIZES 


Recent monthly declines in THE CONFERENCE BOARD'S diffusion 
index seem to have halted, at least temporarily. The index has 
remained relatively stable, although at a low level, in the past 
three months. Preliminary estimates put the February index at 
— 3.83, the same as in the previous month. (The diffusion index 
has recently been revised to reflect changes in back data. 
Copies of the revised series back to 1955 are available on 
request.) 

Two components of the index have turned upward in recent 
months: spot commodity prices rose in February after de- 
clining five months in a row, and output of textile-mill products 
also increased, after falling continuously for three months. Of 
the twelve components, six—new orders for durables, steel 
production, average hours worked in durables and nondur- 
ables industries, freight carloadings, and industrial stock 
prices—have been decreasing consecutively for six months 
or more. 


BILLIONS 
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1954 1955 1956 1957 1958 
* 1954 data not strictly comparable with data for later years 


The diffusion method of summarizing the behavior of a 
large number of individual indicators is described in the 
Board's Technical Paper Number Five, ‘Cyclical Diffusion: A 
New Tool for Business Analysis." A revision of the original 
index, as described in the Technical Paper, appeared in the 
May, 1957 issue of The Business Record. —J.R. 


asked about the future; the typical consumer expects 
things to get worse for everybody but himself. 
Specifically, 37% of the Michigan sample expects to 
be making more a year from now, and only 11% expects 
to be making less, These percentages compare favorably 
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with the results of early 1954, but slightly unfavorably 
with the results of the three intervening annual surveys. 

However, the general business conditions expected by 
the sample were quite unfavorable; 39% of consumers 
expect “bad times” during 1958, the highest percentage 
ever recorded by the survey, and only 33% expect “good 
times” —about half as many as in the years 1955-1957 
and considerably less than in 1954. 

Neither do purchasing plans of consumers lend them- 
selves to any broad conclusions about the state of con- 
sumer psychology. Plans to buy new automobiles were 
substantially lower than in any recession year, but plans 
to purchase used automobiles were sharply higher. Ex- 
pectations of buying major household equipment were 
about as common as in recent years. Plans to buy homes 
were reported somewhat less frequently, and expendi- 
tures for home improvements were anticipated by about 
an average percentage. 

If these buying plans suggest anything, it is that the 
difficulties in the new-car market are related more to 
specific than to general problems in the consumer sector: 
perhaps the absence of a pronounced new-model stimu- 
lus; reluctance to undertake a major additional instal- 
ment debt; or a subtle reshaping of the two-car market 
leading prospective two-car families toward used cars 
(as well as new foreign cars). At least in its preliminary 
form, the survey does not suggest an independent col- 
lapse of consumer expectations, but rather a normal 
reaction to the uncertainties of the current downtrend. 

With respect to their incomes, consumers have re- 
cently suffered significant losses in the form of shortened 
workweek, layoff, and rising consumer prices. Given the 
atmosphere of uncertainty prevailing throughout the 
consumer sector, it was never very realistic to expect 
that the decline in incomes would not at least moder- 
ately affect the rate of personal spending, and the effect 
is already clear in the available statistics on retail trade. 

The time appears to be past when accumulated liquid 
assets and depleted consumer inventories would lead to 
strong personal spending in the face of declining per- 
sonal income. Because it is now directly linked to retail 
trade, the rate of personal income is now a crucial 
determinant of the outlook. It is not too much to say 
that the real short-term significance of recently released 
figures on capital spending lies in their potential impact 
on employment and earnings, coming on top of the con- 
tinuing impact of inventory liquidation and lowered 
sales of consumer durables. 

Capital Outlays Down 

At mid-March, the Department of Commerce released 
its long-awaited survey of capital spending plans for 
1958. The results of the survey point to annual spending 
of about $32.1 billion, which is 18% below spending in 


1958, and roughly midway between the spending totals 
for 1955 and 1956. These comparisons should be viewed 
in the light of a rapid advance in the cost of productive 
facilities since 1955; in real terms, the anticipated de- 
cline in capital spending from 1957 to 1958 is evidently 
nearer 18% than 13%, and the anticipated real level of 
outlays is lower than in any year since 1954. 

On a quarter-to-quarter basis, the survey suggests 
continued decline in the second half of 1958, although 
perhaps at a rate less rapid than the $2-billion per- 
quarter decline indicated for early in the year. Implied 
for late in the year is an annual spending rate in the 
neighborhood of $30 billion, which contrasts with the 
peak of close to $38 billion set in the third quarter of 
1957. 

Within the total of the capital spending forecast, 
trends in the components are almost uniformly down- 
ward—the only exception being public utilities. De- 
clines are considerably sharper than average in durables 
manufacturing, where outlays are expected to fall 22%, 
and in rail transportation, where the decline amounts to 
38%. In soft-goods manufacturing, all of the seven sub- 
industries for which figures are available point down- 
ward—by about 12%, on average. 

The findings of the Commerce survey are not a new 
source of concern. The 13% decline envisioned in the 
survey is about twice as great as the indicated decline 
in the McGraw-Hill survey taken six months earlier, but 
it was widely recognized that spending plans had shrunk 
substantially in the intervening six months. If the fig- 
ures for the early part of 1958 and for the year as a 
whole turn out not to require important revision, half of 
the implied decline in the spending rate has already 
occurred. On the other hand, the implicit estimates for 
the last half of 1958 can hardly be treated as firm. They 
are obviously subject to substantial revision, and it is 
true that the probabilities continue to favor downward 
rather than upward revision. 

The Sum of the Parts 

In one general respect, the results of the survey seem 
to parallel the results of the Federal Reserve’s survey of 
consumer expectations referred to above. The decline 
revealed in capital spending plans is already well worked 
into the current figures on business conditions, just as 
the automobile decline has now been largely reflected in 
production rates in steel and other supplying industries. 
If the $32 billion is actually spent, the impact of the 
decline on capital goods industries—in terms of declin- 
ing orders and production—should be largely exhausted 
over the next several months, wnless conditions in other 
sectors should worsen and thereby cause a further 
deterioration in business sentiment. 

(Continued on page 172) 
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Page* Series 
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February ~| January | December February 


Industrial production 


5 PhOtal eat 2 Aa carci 5 seousba aeslede! «tau ereasiaiioh sue sat bys baavar 1947-49=100 § 130 133 r 135 146 
Wurables manulactunngs a. a. se oncsnoen oul 1947-49=100 S 137 143 7 146 164 
Tato Man ebaleviaeiD wikia aera 1947-49=100 S 125 126 127 131 


Wholesale prices 


1 1 All COMMOCMCIES eed ltemalastacelstieicveciaisieereremereertc s 1947-49 = 100 118.9 r 118.8 118.5 117.0 
Parmcommodities*s-—s. ot tts ase ee eee 1947-49 = 100 95.5 93.6 92.6 88.8 
abaFagege Pokal ake Take velore sa eccler aed eat 1947-49 = 100 125.8 ¥ 126.2 126.1 125.5 
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Consumer prices 


AaVitems(NIEB) % 70.5 seperate... a baie ck akan @. 1953=100 106.6 106.3 106.0 103.6 
13 FOOD AND eee a Aa icte or yc 2s ihn as cncttaecns 1953 = 100 105.4 104.5 103.6 100.5 
PAUpiLeings (S125) eon ae Oe ek oo 1947-49 = 100 2205 122.3 121.6 118.7 
HGEd CBS) A acePas ote GRE tne ticle Bawendi abe 1947-49 = 100 118.7 118.2 116.1 113.6 
Prices received and paid by farmers 
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Employment and unemployment (Census)? 
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Eaten Tae seas 2c cone piotts ieteticy's: eive;\oneyei Gi SIRI Sie @ cre Sie aioe Thousand persons S 51,151 751,756 751,980 52,577 

19 Employees in manufacturing. .......0:.cnns ssc se Thousand persons S 15,637 715,970 716,265 16,995 
Employees in nonmanufacturing.................| Thousand persons S 35,514 735,786 735,715 35,582 
Production workers in durables manufacturing..... Thousand persons S 6,619 r 6,874 r 7,101 7,706 


Production workers in nondurables manufacturing. .| Thousand persons S 


Average work week 


91 BRUT ORCAS ia STEER te rrr eae One ea A PE LP Hours 
Durables manufacturing pe encnentrewrorstorosureve ow cievawe Hours 
Nondurablestmanttactiring .< so c.c.euie se. os sab <a cae Hours 


Average hourly earnings 


23 PTE TRIG TATA CELEEAINS oat cays e057) An icy nvm 4/0 laste reece toaere os oye Dollars 
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Average weekly earnings 


PRUE ATES TCE TIEITED oo) ole oS 365,045 fare elgn's ate sieges SIE Mrdp eres Dollars 80.85 r 81.06 82.74 82.41 
25 re bles Manisa ctirin G..o « wikis «ote opera aDeusle eveye Dollars 86.52 r 87.14 88.93 83.75 
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Personal income 
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stalment credit 
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Instalment credit outstanding................000. 33,302 33,737 34,127 31,488 
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Business sales and inventories 
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ail trade: Durable goods stores 
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Retail trade: Nondurable goods stores 
43 Tm yentories sc csacsarlese.¢.0isss sue, nsunusis a ayssyousisisa dissisusdheaeas 


Pa ee 
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n.d. 13,160 713,050 13,2405 
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Million dollars S 
Million dollars AY 
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TE VEMCOTIES 0 iw 5 oie c 5 ow ine e010 014 onic oi 00 surenie wie Million dollars S n.G. 12'639 713/092 14.941b 
45 MEST Reha veletisils 10) fen edaesreydls exstiel) «vie: misjocells, Srl dae lelleretes Million dollars Ss a 2.42 ry 2.38 2.055 


es i tories i 

ait or ren: ave i wageta draieeselt. tix Sustets Million dollars S n.a. 22,318 at : 210038 

47 ro aR ty ok te an pa ee ne Million dollars S 1.0. 13,627 | 713.598 015 
Inventory-Sales ratio. .............+- ++ s eee oy n.d. 3 3 3 


APRIL, 1958 129 


SELECTED BUSINESS 


Chartbook 


Page* Series 


Merchandise exports and imports 
Exports® 
Imports 


49 
51 


Merchandise export surplus (incl. grant-aid shipments)| Million dollars 


Federal budget receipts and expenditures 
Defense expenditures’ 
For quarterly data see below 


Money supply and turnover 
Privately held money supply® 
Total demand deposits adjusted and currency 
Deposit turnover: New York City 
Deposit turnover: 337 other centers? 


Bank loans, investments and reserves 
Loans!® 
Investments!® 
Borrowings!™ 1 
Excess reserves!® 
Commercial, industrial and farm loans!” 
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Diffusion index 
Industrial production 
Diffusion index 
Diffusion index, cumulative 
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Eight sensitive business indicators 
Residential building contracts 
Nonresidential building contracts 
New orders, durables 
Average work week 
Raw materials prices 
Stock prices, industrials 
New incorporations 
Business failures 
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INDICATORS (Continued) 


1958 1957 


February 


February | January | December 


Million dollars 
Million dollars 


Million dollars 


Billion dollars 
Billion dollars S 
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TS 


Million dollars 

Million dollars 

Million dollars 

Million dollars 554 

Million dollars 30,416 31,349 
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tS —3.83 | r—3.83 
tt S 21.88 | + 25.71 


Thous. sq. ft. fi.sp. SR 78,872 94,779 
Thous. sq. ft. fl.sp. SR 60,971 61,251 
Million dollars S n.d. 

Hours S$ 338.5 

1947-49 = 100 85.7 
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. 1957 


Gross national product 
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Change in business inventories 
Final demand 


Components of gross national product 
Personal consumption expenditures 
Change front previolis quarter. ....6.0.cecsscess 
Gross private domestic investment 
Change from previous quarter...........0020005 
Government purchases of goods and services 
Change from previous quarter 


Disposition of personal income 
Total ‘personalincomes he selene + oceans s create couse 
Disposable personal income......:.....0c.e1c+0e 
Personal consumption expenditures 
Personal saving 


Corporate profits 
Net before taxes 
Tax liability 
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Dividend payments 
Retained earnings 
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Demet em serenesaeseseresereesese 


eee rere eee seers sce eer reer neseee 
33 1B) Wh.,\b 0,0 610) 6 a4 e016 00m A oes 6 0 0 06 6106s 0 008 
eC, ee cae) 


Business expenditures for plant and equipment 
Wotals.. i528 Cede oxerckaterereiegety con eatait! ste thet biiowe ue eb spate 
Manufacturing industries esnwe. sive ceive se viene 
Nonmanufacturing industries.................0.- 


Federal budget receipts and expenditures 
IRECOLDUST ia shana the ere artinrs Sectae Sear te a ciate teh, cue eb eiercieie 
EEX POH CIEUFES ce mercies eayevelaverterelanstome buena sia anys, decisuatusiis 
Cumulative surplus or deficit’ 
For monthly data see above 
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Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tue Conrerence Boarp; Department of Agriculture; Bureau of the Census; Securi- 
ties and Exchange Commission; Treasury Department; F. W. Dodge; Standard & 
Poor’s; Dun & Bradstreet 

_) Includes interest, taxes and wages. * Prices received divided by prices paid. 8 Begin- 
ning May 1956, data based on $30-area pam de 4 Excludes personal contributions to 
social security, included in components. § Includes wages fd land and “other labor 
income.” § Includes grant-aid shipments. 7 Military functions of the Defense Depart- 
ment. § Demand and time deposits adjusted to exclude U. S, Government and inter- 
bank deposits; and currency outside banks. * Excludes Boston, Philadelphia, Chicago, 
Detroit, San Francisco, Los Angeles and New York. 19 All member banks. ! From 
Federal Reserve Banks. 2 Weekly reporting member banks. 1 Gross national product, 


1956 
Unit IV III Il IV 

Quarter p Quarter Quarter Quarter 
Billion dollars S A 432.6 440.0 435.5 426.0 
Billion dollars S A —2.7 3.0 2.9 Bid 
Billion dollars S A 435.3 437.0 432.6 420.9 
Billion dollars S A 282.4 283.6 278.9 DID as 
Billion dollars S A —1.2 4.7 = Ae 3.7 
Billion dollars S A 61.3 66.5 66.2 68.5 
Billion dollars S A —5.2 0.3 2.6 ay) 
Billion dollars S A 87.0 86.7 86.9 82.8 

Billion dollars SA) 0-3 | 0.2 Ss 22 

Billion dollars S A 345.5 346.9 343.2 334.5 
Billion dollars S A 302.1 303.3 300.4 294.0 
Billion dollars S A 282.4 283.6 278.9 Didi 
Billion dollars S A 19.8 19.7 H 21.4 21.7 
Billion dollars S A 1.a. 41.8 42.0 40.8b 
Billion dollars S A n.d. Zies 21.4 20.86 
Billion dollars S A n.a. 20.4 20,5 19.95 
Billion dollars S A 5B Weis 12.6 125.9 5 Be 
Billion dollars S A n.a. 728 8.0 7.86 
Billion dollars S A r 36.234 <inpew ish 37.03 36.46 
Billion dollars S A 1S 2Le 16.37 16.25 15.81 
Billion dollars S A r 20.96a 21938 20.78 20.65 
Million dollars 13,914 15,410 21,186 13,414 
Million dollars 18,116 17,944 18,121 17,439 
Million dollars —6,735 —2,533 1,646 — 5,732 


less change in business inventories. “ For fiscal year beginning July 1. S—seasonall: 

adjusted. A-annual rate. R-Series revised to cover 48 states ited of 37; sosale 
adjusted for seasonal influences. a—For the I Quarter of 1958, revised anticipated out- 
lays are: Total, $4.05; Manufacturing, 14.17; and Nonmanufacturing, 19.88. For the 
II Quarter of 1958 they are: Total, 82.55; Manufacturing, 13.23; and Nonmanuface 
turing, 19.32. b-January, 1957 for penn data; ITI Quarter 1956 for quarterly data. 
p-preliminary. r-revised. * End-of-month inventory, divided by sales during the 
month. ¢ Debits (annual rate) divided by deposits. tt Diffusion index stated as the 
average duration in months of expansion or contraction. n.a.—Not available. “ Chart- 
book of Current Business Trends, (Fourth Edition), Taz ConrerEncr Boarp, 1957. 
Copies available to Board Associates on request 
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EXECUTIVES REPORT 


VEN THOUGH reports received from 176 manu- 

facturers reveal that, on balance, their January, 

1958, new orders and billings levels receded sub- 

stantially from those of January, 1957, most respondents 

face the future with confidence. As one manufacturer 

of general industrial machinery puts it: “We are in a 
temporary recession, not a prolonged one.” 

To expedite an upturn in business, many cooperators 
“‘would have the Federal Government reduce taxes, not 
by opening an inflationary gap, but by reducing ex- 
penditures.”’ Others take an opposing viewpoint, typi- 
fied by the treasurer of an aircraft company, who says: 
“The government’s role in combating a business down- 
turn should be held to a minimum. Business should 
work out its own problems in order to lay the ground- 
work for a healthy future.” 


JANUARY ORDERS OFF... 


Three of every four companies surveyed report that 
their new orders in January, 1958, were below those 
booked in January, 1957. Moreover, several participa- 
tors indicate that their “effective order backlog is less 
than it was a year ago, and as a result the drop is more 
serious than the percentage figure indicates.” 


New Orders 

1/58 vs. 1/57 No. Companies % 
BU MOT ABN ENE PLA 1.08 ts ate otecctaveresneve!nyo'e 8 2 
20% to 29.9% higher............. 3 2 
10% to 19.9% higher............. 3 2 
0.1% to 9.9% higher............. 16 12 
INCUBA GED tracers on8 © die. c.0iss 610900 2.018 5 4 
0.1% to 9.9% lower.............. 19 14 
10% to 19.9% lower.............. 23 18 
20% to 29.9% lower.............- Q7 21 
30% to 39.9% lower.............- 14 11 
40% to 49.9% lower.............-- 8 6 
Lower by 50% or more........... ll 8 
IL GLAD, Sapp et tet hele « SleRietdh 182 100 

Higher by unspecified amount...... 5 

Lower by unspecified amount...... 6 

GRATIOT OF. te pncater oP iss «= yee axeyee 143 


The average change in new orders reported was a 
decline of between 10% and 20% from January, 1957, 
levels to those of January, 1958. One in four companies 
had a drop of over 30%, and one in twelve had a drop 
of 50% or more. On the other hand, one in five survey 
cooperators reports that his company’s new-order level 
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was higher in January, 1958, than in the first month 
of 1957. 

One of the companies that experienced a decline in its 
new-order receipts this January as compared with Janu- 
ary, 1957, points out that this has had the effect of 
reducing worker productivity. A vice-president of this 
company reports: ““We have no backlog of orders what- 
soever and run our production from week to week. This 
decreases the efficiency of our employees, who know as 
well as we do when business is off, and accordingly work 
more slowly.” 


. « » BILLINGS ALSO SUFFER 


About three fourths of the 156 cooperators who com- 
pare their dollar billings for January, 1958, with those 
of January, 1957, report lower levels. The typical com- 
pany posted a decline of between 10% and 20%. Only 
one company suffered a decline in billings as great as 
50% as against eleven whose new orders dropped 50% 
or more. 


Dollar Billings 

1/58 vs. 1/57 No. Companies % 
$06 or higher tana noe oe ae: 5 3 
20% to 29.9% higher............. 4 3 
10% to 19.9% higher............. 8 5 
0.1% to 9.9% higher............. 14 10 
Unchanged 227 oe. a sbarrcmee 6 4 
0.1% to 9.9% lower.............- 25 17 
10% to 19.9% lower.............. 36 25 
20% to 29.9% lower...........+6- 21 14 
80% to 39.9% lower............-- 19 13 
40% to 49.9% lower............-- 7 ’ 5 
Lower by 50% or more........... 1 1 
T otal items Cena ek ee Cons 146 100 

Higher by unspecified amount..... 5 

Lower by unspecified amount...... 5 

Grandel olalarr ae rer rere 156 


As in the case of new orders, about one in five report- 
ing companies showed a rise in their January, 1958, 
dollar billings as compared with January, 1957, totals. 
Among the thirty-one participators specifying the per- 
centage increase in such billings, the most frequently 
mentioned gain was less than 10%. 

A number of companies whose January billings were 
not adversely affected by the current general down- 
swing in business explain: 

“Our business has not suffered because by its nature it is 
not economically volatile; it is resistant to swings either way 
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in the economy. In addition we have been introducing new 
products over recent years and some of them are still in 
relatively early growth trends.” 


METAL TRADES HARDER HIT 


The reports obtained from cooperators suggest that 
companies in the metal trades have been harder hit than 
nonmetal industries by the business downturn. While 
about 75% of all companies reporting on new orders and 
billings indicate that activity in January was below that 
of the same month in 1957, 84% of the metal industries 
show declines in new orders and 81% report lower billing 
levels. 

Among the nonmetal companies, 58% say that 
January order levels were lower than in January, 1957, 
and 61% indicate lower billings. 

Several nonmetal manufacturers, however, state that 
their order backlogs were ‘“‘severely reduced” by an ex- 
cess of shipments over new orders received in January 
of this year. Cooperating companics in the construction 
materials and food industries showed more than average 
resistance to the decline in January, 1958. 


TIMING THE BOTTOM... 


The replies made by most participating executives 
evidence their belief that the decline in new orders will 
be short-lived. In fact, eleven companies (15%) believe 
that the low point in their new-order receipts occurred 
in the last half of 1957, and twenty-seven more (37%) 
place the low in the first quarter of the current year. 
And one out of four respondents on this point expects 
new orders to hit bottom during the second quarter of 
1958. Even the most pessimistic forecast puts the deep- 
est point of decline no later than the first quarter of 
1959. 


Estimated Low Point in New Orders 


Companies 
Occurrence of Metal Nonmetal 
Low Point Companies Companies Total Per Cent 
Second half, 1957...... 7 4 11 15 
First quarter, 1958..... Q1 6 QT 37 
Second quarter, 1958... 11 tf 18 24 
Third quarter, 1958.... 9 5 14 19 
Fourth quarter, 1958... 3 0 3 4 
First quarter, 1959..... 1 0 1 1 
LD OtAL Pee rec nee tee 52 22 Th 100 


Some companies expect that “reversal of the general 
pattern of decline” will be brought about by “federal 
spending.” More companies look to “inventory rebuild- 
ing” to act as a brake on the business decline. The chief 
executive of a nonferrous metals producer typifies the 
latter attitude by reporting: “We expect that within 
ninety days there should be an upturn in our orders 
when our customers no longer resort to the hand-to- 
mouth buying pattern which they have been following 
for over a year.” 

Understandably, many cooperators are reluctant to 
forecast when their order receipts will hit a low point. 


The controller of a chemical company makes a typical 
comment when he says that “frankly I cannot give any 
intelligent answer to this question.” 


. . . TIMING THE RECOVERY 


Forty per cent of all companies reporting on when 
they expect an upturn in their business look for the 
dollar value of their new orders to increase markedly 
some time during the third quarter of 1958. Only six out 
of sixty-three replies put recovery off until the first 
quarter of 1959 or later. 


Marked Upturn in New Orders 


Metal Nonmetal Companies 


Upturn to Occur Companies Companies Total Per cent 
First quarter, 1958..... 3 2 5 8 
Second quarter, 1958... 6 3 9 14 
Third quarter, 1958.... 18 7 25 40 
Fourth quarter, 1958... 12 6 18 28 
First quarter, 1959..... 2 1 8 5 
Beyond first q., 1959 .. - $ 0 3 5 

Total oRae tees sie 4h 19 63 100 


Several participating companies are still more pessi- 
mistic, and “‘question whether there will be any marked 
upturn in orders.” 


INDUSTRY DOES BATTLE 


Various approaches are being taken by survey re- 
spondents to improve business. Most companies are 
“{ntensifying” their sales efforts, and many are also 
“{mproving the speed and efficiency”’ of their servicing 
procedures to encourage ordering. Several companies re- 
port that they are taking steps to “expand advertising 
and sales promotion efforts” and still others are “‘insti- 
tuting new product lines.” A few state that they are 
seeking to stimulate sales by “reducing prices” or 
“fncreasing discounts.” 

Many participators are working to soften the impact 
of the recession on their business by “‘intensive cost 
reduction programs”’ or simply by “curtailing working 
hours and laying off personnel.” 


ADVICE TO BUSINESSMEN 


Many companies taking part in this survey feel that 
the principal role business can play in combating the 
decline is to “assume a confident attitude, with no pessi- 
mistic talk about the future.” Some would also have 
businessmen in general “work harder,” and “carry 
forward with plans for long-range capital expenditures.” 
A machinery manufacturer says that businesses “should 
provide themselves with more efficient productive 
organizations.” 

On the other hand, the president of another machin- 
ery firm would have “businessmen do everything pos- 
sible to prevent large increases in wages and salaries so 
that price increases would not become necessary. Fur- 
thermore, a greater contribution toward combating the 
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Announcements of Mergers and Acquisitions, February 11, 1958 — March 10, 1958' 


Acquirer 
Description and assets in millions 


Adams-Millis Corp. ($9.3) 
Cotton, rayon and nylon hosiery mfr. 


Acquired Unit 
Description and assets in millions 


Mac Panel Co. (n.a.) 
(Controlling interest wel 
Electronic control panels and equipment 
rs 
Aero Supply Mfg. Co. ($1.9) 
Aircraft fuel systems accessories mfr. 


Jointly with 


Schmieg Industries, Inc. ($.9) 
Mfr. dust and fume removal sys- 
tems, industrial ovens, other me- 
chanical plant equipment 


Alpha Beta Food Markets, Inc. ($12.9) 


Cortland Line Co., Inc. (0 1.0)* 
Fishing lines mfr. ia 


Raisin Markets, Inc. (n.a.) 


upermarkets operator (75% of outstanding stock of) 
Supermarkets operator 
Anheuser-Busch, Inc. ($159.0) \ American Brewing Co. 
Beer and food products producer (Sub. of City Products Corp.) 


(Brewery of) (n.a.) 
Norton Laboratories, Inc. 

(Plant of) (n.a.) 

Molder of plastic components 
Mobile Leasing Co., (n.a.) 

Truck and automobile renter 
Vlier Engineering, Inc. (over $.5)* 

Tooling accessories mfr. 


Auburn Plastics, Inc. (over $1.0)* 
Plastics materials molder 


Avis Rent-A-Car System, Inc. (n.a.) 


Barry Controls, Inc. ($2.4) 
Vibration and shock-control equipment 
Tr. 
Brown &S Mfg. Co. ($32.1) 
Machine and precision tools mfr. 
Burlington Hosiery Co. (n.a.) 
(Div. of Burlington Industries, Inc.) 
Hosiery mfr. 
Charis Corp. ($1.4) 
Women’s undergarment mfr. 


Rosaen Co. 
(B &S Hydraulic Products div. of) (n.a.) 


Jerks Socks, Inc. (n.a.) 
Men’s and boys’ hose mfr. 


Taylor Construction Co. (n.a.) 
eneral construction 


te ed Engineering Co. (n.a.) 

eneral construction 

Guniting Co. (n.a.) 

Texarkana Auto Parts Co. (n.a.) 
(Controlling interest in) 


Citizens Publishing Co. (n.a.) 


xporter F : 
American Material & Equipment Co. (n.c.) 
(Controlling interest in) 
Exporter 
Brown Trailers, Inc. (over $1.0)* 


Cia Sg map ag desde Alsatian trailers and cargo van bodies 


Materials handling equipment and auto- 
motive parts mfr. 

Cornell Paperboard Products Co. ($17.6) 
Wallboard, paperboard, corrugated con- 
tainers, etc., mfr. 

Cornucopia Gold Mines, Inc. (8.7) C 
Gold, silver and uranium mining claims 
owner 


Pheoll Mfg. Co. 
(Warehouse of) ($1.0)? 


Century Controls Corp. (over $.1)* 
Valves and tube fittings mfr. 


Aero-Cal Instrument, Inc. (n.a.) 
(Sub. of Century Controls Corp.) 


Carl W. Schutter Corp. (n.a.) 

Troop Water Heater Co. (over $.3)* 
Water heaters, range boilers, tanks and 
water softeners mfr. 

Steiner Mfg. Co. (n.a.) 

Deposit Courier Co. (n.a.) 

American Royalty Petroleum Co. (n.a.) 


Crescent Corp. ($22.2) 4 
oA and gas oplems, peers: roy- 
alty, engineering and investment concern 
: Nemaha Royalty Co. (n.a.) 
Atlas Crankshaft, Inc. (over $.3)* 


Cummins Engine Co., Inc. ($48.2) vg ales cocoon eg Rig ge 


High-speed diesel and gas engines and 
parts mfr. 

Dixon Chemical Industries, Inc. (n.a.) 
(Affiliate of Dixon Chemical & Research, 
Inc.) 

El-Tronics, Inc. ($1.8) | 7 
Nueleonic and electronic equipment mfr. 

Ex-Cell-O Corp. ($111.4) 7 

Baision parts, machine tools and dairy- 
equipment mfr. 

Fairfield Engineering Co. (over $1.0)* 
Materials handling equipment mfr. 

Federal Equipment Co. (over $.3)* 
Letter boxes and post office equipment 
mfr. 


P lt Chemicals Corp. : 
CT haatts of I . P. Thomas Fertilizer div. of) 


(n.a.) 


Alwac Corp. 
(Computer div. of) (n.a.) 
Bryant Chucking Grinder Co. ($5.8) 
etal grinding machines mfr. 


St. Paul Foundry & Mig. Co. 
(Heston & Anderson div. of) (n.a.) 


Cutler Mail Chute Co. (over $1 0)* 
Mail chutes and boxes mfr. 


Acquirer 
Description and assets in millions 


Grant Advertising, Inc. (n.a.) 
Advertising agency 
Gray tty d Stores, Inc. ($9.9) 
Retail drugstore-chain operator 
Hawkridge Brothers Co. (over $1.0)* 
Tool steel mfr. 
Hein-Werner Corp. (%3.2) 
Pumps and hydraulic jacks mfr. 
Hertz Corp. ($72.1) 
Automobile and truck rental concern 


High Voltage Engineering Corp. ($4.6) 
lectrostatic generators, linear accelera- 
on and precision accessory equipment 
mfr. 
Hiller Helicopters ($6.9) 
Helicopters mfr. 


Ideal Cement Co. ($95.3) 
Cement producer 

International Paper Co. ($765.5) 
Paper mfr. 


Gee & Feiss Co. ($15.2) 

en’s clothing mfr. 

The Katz Agency, Inc. 

(Newspaper div. of) (n.a.) 
Advertising agency 

Kelsey-Hayes Co. ($108.5) 

Automotive and aviation industry com- 
ponents, oil burners, stokers, etc., mfr, 

Koehring Co. ($40.5) 

Heavy construction equipment and in- 
dustrial machinery mfr. 

Landers, Frary & Clark ($29.4) 

Electric appliances and household spe- 
cialties mfr. 

Lawter Chemicals, Inc. (over $.5)* 
Printing ink, varnishes, resins, fluores- 
cent and phosphorescent coatings mfr. 

Lockheed Aircraft Service, Inc. (n.a.) 
(Sub. of Lockheed Aircraft Corp.) 


Lodge & Shipley Co. ($7.6) 
Lathes, steel squaring shears, Pee press 
brakes and mechanical and hydraulic 
presses mfr. 

M. Marsh & Sons, Inc. ($1.9) 
Stogie mfr. 

Mayfair Markets ($18.6) 
(Controlled by Arden Farms Co.) 
Supermarket chain operator 


Mead Corp. ($147.1) 
Wood pulp, white papers and paper- 
board mfr. 

Mickelberry’s Food Products Co. ($4.2) 
Meat products processor 


Midland-Ross Corp. ($58.1) 

Automotive components and atmosphere 
control systems mfr. 

Midwestern Instruments, Inc. ($3.8) _ 
Electronic and electromechanical equip- 
ment mfr. 

Monsanto Chemical Co. ($74.2) 
Diversified chemical products mfr. 


Mueller Brass Co. ($36.7) ' 
Brass, copper and aluminum fabricator 


National Electric Products Corp. (over 


1.0 
Electric cables, conduit boxes, etc., mfr. 


National Pneumatic Co. (over $1.0)* 
Automatic door operating and safety 
equipment for transit vehicles mfr. 


Acquired Unit 
Description and assets in millions 


Abbott Kimball Co., Inc. (n.a.) 
Advertising agency 
Ke Drug Co. of Cincinnati 
(Twelve drug stores of) (n.a.) 
Monsanto Chemical Co. 
(Planishing Plate div. of) (n.a.) 
Fox River Mfg. Co. (less than $.1)* 
Marine controls and equipment mfr. 
Car and Truck Leasing Corp. (n.a.) 


Texas Car Rentaln Ine. (n.a.) 
Electronized Chemicals Corp. (n.a.) 
(Controlling interest in) 
Electron engineering research 


Adhesive Engineering Co. (n.a.) 
nt heir high temperature adhesive 
Tr. 


Louisiana-Nevada Transit Co. 
(Remaining 50% of stock of) (n.a.) 
Harbor Plywood Corp. 
(Timber rights, roads and other property 
of) (approx. $17.0)? 


Samuel Spitz & Sons, Inc. (n.a.) 


Reynolds-Fitzgerald, Inc. (n.a.) 
Newspaper representatives 


conpe Alloy Corp. 
(Jet aircraft ring business of) ($1.4)4 


Clark’s Welding Works (n.a.) 


Eastern Metal Products Corp. (over $1.0)* 
Mold and die castings and metal stamp- 
ing producer 


Krumbhaar Chemicals, Inc. (n.a.) 
Synthetic and specialty resins and pure 
phenolics mfr. 


California Eastern Aviation, Inc. 
Stes equipment and facilities of) 
n.d. 


Climax Products Corp. 
(Business of) (n.a.) 
Automation equipment for the bottling, 
food and chemical industries mfr. 


Bloch Tobacco Co. ($.2)5 
(Pollack stogie business of) 


Goldstein & Iseman, Inc. 
(Two food markets of) (%.a.) 


Bermingham & Prosser Co. (n.a.) 
Fine and coarse paper wholesaler 


Independent Biscuit Co. (n.a.) 


Hartig Engine & Machine Co. (over $.8)* 
Plastic extruding machinery mfr. 


Modern Art Metal Finishing Co. (n.a.) 


chad en Products, Inc. (less than 
$.1 


Gum rosin products mfr. 


American Sinteel Corp. (n.a.) 
Powder metal parts producer 
Frequency Standards, Inc. (over $.3)* 
Biseercuie apparatus and instruments 
mfr, 
Connecticut Telephone & Electric Corp. 
(over $1.0)* J 
(Affiliated with Great American Indus- 
tries, Inc.) ; : 
Telephone and electronic equipment 
mfr. 


* Estimated minimum capital from ‘Thomas’ Register of American Manufae- 
turers, 1958” 

2 Purchase price, Moody’s Industrials, February 14, 1958 

3 Purchase price, The Wall Street Journal, February 17, 1958 

« Purchase price, Standard Corporation News, February 19, 1958 

5 Purchase price, Moody’s Industrials, Feb. 28, 1958 


i i . | Dracco Corp. (over $.5)* 
ei eae covet Dust control equipment mfr. 


ight and heavy welded steel 
shaded wales specialized railway cars 
leasor 
1See The Conference Board Business Record, November, 1957, for sources and 
methods used 
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Mergers and Acquisitions (Continued) 


Acquirer 
Description and assets in millions 


New York Trap Rock Corp. (over $1.0)* 
Crushed stone producer 
Neptune Meter Co. ($23.0) __ 
easurement and control instruments 
and devices mfr. 
North Western-Hanna Fuel Co. (n.a.) 
ae of Pittsburgh Consolidation Coal 
0. 
Pacific Industries, Inc. ($8.6). 
Rice processor, ship repairing and con- 
version, motion picture and television 
film processor, leather goods and home 
heating equipment producer 


Pacific Mercury Television Mfg. Corp. 
($9.9) 


Television receivers and radio-phono- 
graph combinations mfr. 

Peninsular Metal Products Corp. ($8.1) 
Automotive metal parts mfr. 


Pontiac Western Corp. (n.a.) 
(Sub. of Pontiac Refining Corp.) 


Potlatch Forests, Inc. ($95.1) 
Lumber, pulp and paper producer and 
fabricator 

Products Tank Line of Canada, Ltd. (n.a.) 
(Sub. of Union Tank Car Co.) 

Rubber Corp. of America (over $1.0)* 


G. D. Searle & Co. ($27.2) 
Ethical pharmaceuticals mfr. 


Servus Rubber Co. ($5.2) 
Rubber and canvas footwear mfr. 


Stone & Webster Engineering Corp. (n.a.) 
(Sub. of Stone & Webster, Inc.) x 
Industrial engineering and construction 


Tavern Talk Publishing Co. (n.a.) 


Max Udell Sons & Co. (over $.3)* 
Men’s clothing mfr. 

Union Asbestos & Rubber Co. ($8.5) 
Refrigeration units, asbestos products, 
hand brakes, etc., mfr. 

United-Greenfield Corp. (n.a.) 

(Formed by merger of) 


Mees Metal Products, Inc. (n.a.) 
(Sub. of Chesapeake Industries, Inc.) 
Weil Packing Co. (over $.1)** 
Meat packers 
Worthington Corp. ($145.9) 
Pumps, air-conditioning, refrigeration, 
and other industrial equipment mfr. 


Acquired Unit 
Description and assets in millions 


Cornell Steamboat Co. (n.a.) . 
Marine towing and tugboat service 


Hot Spot Detector, Inc. (n.a.) 
Temperature monitoring systems mfr. 


Limestone Products Co. (over $.1)* 
Chemical lime and ready-mix concrete 
mfr. 


Unicorn Engineering Corp. (n.a.) 


Telemetering Corp. of America (n.a.) 
Mfr. prototype equipment for the trans- 
mission, reception and recording of data 
from guided missiles and aircraft in flight 

George L. Nankervis Co. (over $1.0)* | 
Anodizing and plating rack and special 
plating equipment mfr. 

Wilshire Oil Co. of California (over $1.0)* 
Oil refiner 

Wilshire Products, Inc. (n.a.) 

Retail marketing 
Ex-Cell-O Corp. : 
Hone milk container mfg. plants of 
n.d. 
Sparling Tank & Mfg. Ltd. (n.a.) 
Storage tanks fabricator 
Insular Chemical Corp. (n.a.) 
Polyvinyl chloride resin producer 
Root Chemicals, Inc. (n.a.) 
Diosgenin producer 
National Transparent Plastics Co. (over 


Plastic footwear mfr. 

Associated Nucleonics, Inc. (n.a.) 
(Affiliate of Walter Kidde & Co., Inc. 
and Walter Kidde Constructors, Inc.) 
Nuclear power research and develop- 
ment 

“The Mid-West Hotel Reporter” (n.a.) 
Magazine 

Kittay Bros., Inc. (n.a.) 

Men’s clothing mfr. 

Sturdi-Bilt Engineering Co. (over $1.0)* 

Boltless steel storage racks mfr. 


Greenfield Tap & Die Corp. ($12.4) 
Taps, dies, gages, reamers, etc., mfr. 
United Drill & Tool Corp. ($27.4) 
Twist drills, reamers and other metal 
cutting tools mfr. 


Ward Industries Corp. 
(Metlwal div. of) ee) 


Hilgemeier Frosted Foods, Inc. (n.a.) 


Well Tae, & Supply Corp. (over 
Oil-well ite machinery, parts, belts, 
meters and industrial supplies mfr. 


Yuba Consolidated Industries, Inc. ($14.7) | Dynalysis Development Laboratories, Inc. 


Gold and tin producer, heavy machinery 
and heat exchangers mfr. and structural 
steel products fabricator 


n.a. 
Electromechanical systems mfr. 


* Estimated minimum capital from “Thomas’ Register of American Manufac- 


turers, 1958” 


** Estimated minimum capital from “‘Thomas’ Wholesale Grocery and Kindred 


Trades Register, 1954” 
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recession could be made if prices could be reduced.” 
And the treasurer of another company goes further 
along the same line by advocating that “businessmen 
cut all necessary expense and waste in order to figure 


prices closely.” 


A foundry president bluntly warns: “Looking to a 


paternalistic government for aid and assistance will 
never bring a permanent cure.” 


THE FEDERAL GOVERNMENT'S ROLE 


While several participators feel, as does a food prod- 
ucts company president, that “‘the Federal Government 
should leave things alone unless they get considerably 
worse,” others offer a variety of suggestions as to how 
Washington should act to bring about a resurgence of 
business activity. 

Many respondents advise that the Federal Govern- 
ment take steps to “reduce taxes materially” to combat 
the business recession. But there is some disagreement 
among cooperating companies as to the suggested na- 
ture of any tax cuts. Some respondents would like to see 
“some tax relief in both the personal and the business 
sectors,” but others would have the tax relief applied 
only to individuals’ income. A few respondents propose 
that the Federal Government take “‘a certain percentage 
off the normal personal tax bill across the board.” Others 
express an opinion similar to that of the company presi- 
dent who believes that ‘‘a decline in the percentage of 
taxes for corporations and for top-bracket taxpayers 
would help to bring us out of the depression. While 
realizing that this would not be good politics, we believe 
that it would be a tremendous stimulation to investment 
in business and would do more than anything else to 
combat the recession.” 

In the area of government spending, too, there is no 
uniformity of opinion among respondents as to how 
Washington should proceed. Some say the Federal Gov- 
ernment’s role should be to “increase spending.” Others 
agree with the views expressed by one paper company 
vice-president who says: 


“We definitely do not want the Federal Government to 
go running off in fifteen directions, spending money foolishly 
in order to prime the pump.” 


Several participators believe that the Federal Govern- 
ment could “combat the current downtrend in general 
business by further liberalizing depreciation laws and by 
recognizing that obsolescence rather than just ‘useful 
life’ should be taken into consideration so that produc- 
tive equipment could be replaced at shorter intervals.” 


Louis D. MarsHaLu 
G. CLarK THOMPSON 
Division of Business Practices 


Big Business and Human Values—In three essays the author 
reveals the way Sears, Roebuck and Company builds good 
employee and community relations in this country and 
abroad. By Theodore V. Houser. McGraw-Hill Book Com- 
pany, Inc., New York, 1957, 103 pages. $3.50. 


Industrial Plant Protection—Describes the major ingredients 
for plant protection, military industrial security regulations, 
as well as the selection and training of plant protection 
officers. By John Richelieu Davis. Charles C. Thomas 
Springfield, Illinois, 1957, 566 pages. $12.00. ‘ 
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TRADING BLOCS OR TRADE BLOCKS? 


integration is abroad in the world. Perhaps not 

since the concentration of feudal units into na- 
tionalistic states has there been the same impetus to- 
ward combination for self-help. Spurred by the obvious 
economic might of the United States and the Soviet 
Union the countries of Europe, Asia and Latin America 
are all striving toward the formation of economic blocs 
which in some cases are intended to lead to political 
union as well. While the biggest stories unquestionably 
concern the events taking place in Europe, those in the 
rest of the world are reflections of a strength-through- 
combination concept that is attempting to change the 
face of world production and trade. 


A REEVALUATION 


Canada is attempting to define her relationship to this 
newly compartmentalized trading world. No stranger to 
blocs, the story of her participation and leadership in the 
Commonwealth preferences of the 1930’s is a matter of 
history.1 Many nondollar countries think of Canada in 
terms of her membership in the “dollar bloc’ and her 
possession of one of the two hardest currencies in the 
world.? In so far as postwar trading involvements are 
concerned, Canada has avoided them while pressing 
toward expanded multilateral trade and greater freedom 
of international investment through the progressive 
elimination of currency restrictions and trade barriers. 
The Canadian Government abolished Canadian ex- 
change controls in 1950, and only such agricultural 
products as grains and butter are presently traded 
under government control in the international markets. 

On the whole, Canada has adhered to the principles 
of the General Agreement on Tariffs and Trade, and has 
moved toward gradual reduction of her tariffs in each 
successive round of negotiations carried on by that 
organization since its inception ten years ago. Now, 
however, a decline in world commodity prices and a 
recession in the United States have started a more pro- 
tectionist trend. There is a more critical approach to 
freer trade and a certain disillusionment with GATT. 
Canadians, faced with a moderate recession at home and 
mindful of their growing dependence on the United 
States, cannot afford to ignore these undercurrents. 


\ UNPRECEDENTED urge toward economic 


1A Long Look at Canadian Trade,” The Business Record, Janu- 
ary, 1958 

2 See “Canada’s Premium Dollar,” The Business Record, October, 
1957 
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They are therefore giving serious thoughts to its pos- 
sible implications for them as well as to possible partner- 
ships that might sustain and strengthen Canada’s 
international trading position. 


CANADA AND THE COMMONWEALTH 


Last summer the Prime Minister of Canada, John 
Diefenbaker, took a close look at Canada’s membership 
in the British Commonwealth and decided that Cana- 
dian economic ties with the Commonwealth countries 
should be strengthened and renewed. Certainly the 
Commonwealth represents a tremendous though sprawl- 
ing market. Covering about one fourth of the total land 
area of the world, it contains one fourth of the world’s 
population. The Commonwealth accounts for a great 
part of the world’s output of primary commodities. At 
least 50%, and in some cases a much greater proportion, 
of the non-Communist world’s supply of asbestos, 
manganese, nickel, gold, sisal, tea, cocoa, jute and wool 
originates in Commonwealth countries. Between 30% 
and 50% of the tin, chrome, natural rubber, rice and 
oilseeds are produced within the Commonwealth, as are 
from one fifth to one third of the available wheat, oats, 
bauxite, woodpulp, copper, lead, zinc, coal, sugar and 
butter. 


COMMONWEALTH MANUFACTURING GROWTH 


In so far as manufactured goods are concerned, the 
United Kingdom is still the dominant supplier, account- 
ing for nearly 20% of the world total. Canada ranks 
sixth among the world’s manufacturing nations, while 
Australia, New Zealand, South Africa and India all 
possess sizable manufacturing industries. The younger 
countries of the Commonwealth are striving to advance 
manufacturing within their own lands and are regulat- 
ing their economies toward securing a maximum of such 
development. This raises the question of their eventual 
shrinkage as markets for manufactured goods, although 
a high rate of expansion and constantly improved living 
standards will undoubtedly be compensating factors. 
The postwar exchange difficulties of the sterling area 
constitute an additional problem for Canadian trade 
with the Commonwealth in that Canada is the only 
member country on the ‘“‘wrong side of the dollar fence.” 
Consequently Canadian goods must often face quotas 
and other quantitative restrictions applied by sister 
countries within the Commonwealth in the interests of 
conserving scarce dollars. 
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Clearly, times have altered since the Ottawa Agree- 
ments. This was apparent in the succinct statement 
made recently by the president of the British Board of 
Trade. Speaking of the Imperial! Preferences, Sir David 
Eccles said, in part: 


“This system served us well and we mean to preserve it. 
But it was founded on the exchange of Commonwealth food 
and raw materials against British manufactures. Today, 
Britain produces much more of her own food and the Com- 
monwealth has growing industries which it wishes to pro- 
tect. There does not exist the same basis for a further exten- 
sion of preferences. We have to find a new theme for the 
conference. .. .””! 


The conference to which Sir David referred was the 
Commonwealth Trade and Economic Conference, called 


1 From an address to the United Kingdom Cotton Board Confer- 
ence delivered at Harrogate, England, October 18, 1957 


Bey THE SIX COMMON MARKET 
COUNTRIES. 

fy ELEVEN POSSIBLE PARTICI- 
PANTS IN A PROJECTED FREE} 
TRADE AREA OPERATING IN © 


CONJUNCTION WITH THE 
COMMON MARKET. 


ae 2% oe" i 


at the instigation of Prime Minister Diefenbaker and 
scheduled to be held in Montreal during September, 
1958. The agenda is not yet finalized, but a clue to the 
tack which may be taken by the United Kingdom is 
discernible in a later paragraph of Sir David’s address 
at Harrogate: 


“T cannot tell you with certainty what will prove to be the 
central line of action which the coming conference will con- 
centrate upon. But it would not be a surprise if the demand 
and supply of capital and capital goods were leading topics 
in our discussion. Further, the machinery for Common- 
wealth cooperation requires a fresh look. The Common- 
wealth needs, I believe, something more like the OKEC 
than we have at present. . . .” 


COOPERATION IN EUROPE 


The OEEC, or Organization for European Economic 
Cooperation, of which the United Kingdom is one of the 
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seventeen members, was formed in 1948, With its mem- 
bership consisting of the European nations that wished 
to participate in the Marshall plan, an equitable dis- 
tribution of Marshall aid was its primary purpose. 
(Canada and the United States were made Associate 
Members.) 

The OEEC countries pledged themselves to joint sup- 
port of methods of raising European production, to act 
together in the restoration and maintenance of mone- 
tary confidence and to work toward reduction of trade 
barriers between the respective members. Out of and 
around OEEC and the associated European Payments 
Union has grown the idea of the current economic 
federalism in Europe. OEEC has been a stabilizing and 
cohesive force in the reconstruction of postwar Western 
Europe and must receive a good share of the credit for 
the phenomenal economic achievements of that area 
during the past decade. 

In 1952, six OEEC countries, Belgium, Luxembourg, 
France, Germany, Italy and the Netherlands, formed 
the European Coal and Steel Community, within which 
they pooled their coal and steel resources under a supra- 
national body known as the High Authority. This ex- 
periment in international cooperation proved so suc- 
cessful that the same six nations decided on a complete 
customs union, the final result being the European 
Economic Community or the Common Market, which 
came into formal operation on January 1, 1958. A com- 
panion organization is Euratom, which has resulted 
from the determination of these same six energy- 
pressed nations to develop atomic power for industrial 
uses. 


CUSTOMS UNION AND PREFERENCE 


The difference between a customs union and a prefer- 
ence system is largely one of degree, and either may 
lead to the formation of insular economic blocs. The 
preferential agreements propose only modifications of 
restrictions between the countries concerned, whereas 
a customs union involves a complete though usually 
gradual dissolution of trade barriers between the par- 
ticipating nations and the imposition of common tariffs 
and other restrictions against imports from the rest of 
the world. 

Although only a special waiver enabled the United 
Kingdom to retain certain of her Imperial Preferences 
along with her membership in GATT, a customs union 
is quite acceptable under the terms of the General 
Agreement, provided that it does not entail the raising 
of tariff barriers more stringent than those already in 
force among the participating countries. GATT takes 
the stand that a freeing of trade within a specified area 
will result in an expansion of trade generally and not 
merely between the countries concerned. To the extent 
that expansion results, all countries benefit. 

The theory of such unions is not a new one in Europe, 
for as early as 1921 a customs union took place between 
Belgium and Luxembourg. Other economic blocs have 
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existed among the Balkan and Danube countries and 
the Oslo group. The Netherlands combined with Bel- 
gium and Luxembourg to initiate the International 
Convention for the Lowering of Economic Barriers at 
Ouchy in 1932. The Ouchy agreements were an attempt 
to harmonize certain of the trading policies of several 
major European nations, and by so doing to alleviate 
some of the hardships of the industrial depression. Their 
failure was due in a large measure to Britain’s nonco- 
operation. The United Kingdom was at that time deeply 
involved with the Commonwealth, and a short while 
after turning her back on Europe she signed the Ottawa 
agreements that inaugurated the great era of Imperial 
Preference. 

After the war, attention turned again to trading prob- 
lems, and the idea of a customs union received further 
impetus in 1947 with the creation of the first phase of 
Benelux. Italy and France concluded a customs bond in 
1949. The culmination of these pioneer steps was the 
signing of the Rome treaty to govern the formation of 
the six-nation Common Market covering 160 million 
consumers, nearly three fifths of the population of 
Western Europe, and embracing a like proportion of 
total output (or about one third of the total product of 
the United States, which in turn accounts for about one 
third of the production of the entire world). In so far as 
steel in Western Europe is concerned, the Common 
Market area accounts for almost 70%. 


BRITAIN AND THE COMMON MARKET 


A lot of water had gone over the dam since the Ouchy 
conference and this time the United Kingdom did not 
fail to grasp the significance of the Rome treaty, al- 
though she had previously declined a bid to join the 
Coal and Steel Community. Early in 1957, the British 
Government issued a white paper approving the Com- 
mon Market scheme but pointing out the United King- 
dom’s inability to participate completely because of her 
special preference commitments to the Commonwealth 
and her desire to protect home agriculture. 

In order to reconcile her dual roles in Europe and in 
the Commonwealth, Britain proposed the creation of a 
Free Trade Area operating in conjunction with the 
Common Market and open to all the countries of the 
OEEC. Instead of maintaining a common tariff against 
the rest of the world, as the Common Market will do, 
the free trade countries would maintain their separate 
tariff structures against outside countries while remov- 
ing their tariff barriers with each other and with the six 
countries of the Common Market. Such a free trade 
area would also be permissible under the provisions of 
GATT. The market created by such a combination 
could cover as many as 280 million consumers within an 
area accounting for about 40% of total world trade. 

Since a working party of the OEEC had earlier de- 
cided that a free trade area could feasibly function in 
collaboration with the Common Market, the appro- 
priate negotiations were begun. One of the obstacles to 
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Exports hit an all-time peak in 1957 
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Source: Dominion Bureau of Statistics 


agreement was that the free trade area as envisaged by 
Britain referred only to manufacturing and specifically 
excluded agriculture and foodstuffs, which, besides be- 
ing highly protected and subsidized in the United 
Kingdom proper, account for almost 90% of British 
imports from the Commonwealth. 

Actually, none of the Common Market or OEEC 
countries even considered free trade in agricultural 
products. Agricultural protection is too strongly en- 
trenched for that—but they did hope to achieve a 
harmonization of agricultural policies, including tariffs 
and quotas. This would be particularly important to an 
OEEC country like Denmark, whose exports are more 
than 60% agricultural, with nearly 40% of her farm 
products going to the six Common Market Countries. 
Dairy products would be especially susceptible to Dutch 
competition under such proposed Common Market 
tariffs as a 24% imposition on butter. If some agreement 
could not be reached on agriculture, then Denmark 
might feel compelled to abandon any free trade plan and 
become the seventh full-fledged member of the Eco- 
nomic Community. 

Although it seems that some satisfactory compromise 
could be reached on agriculture, France has thrown in 
several extra conditions that have greatly complicated 


But imports dropped off slightly from their 1956 high 
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negotiations. These include a proposal to negotiate 
separate tariff scales for various industries according to 
production costs, and to open the Commonwealth mar- 
kets to all Common Market countries on the same 
terms as those given to Britain herself. 

Clearly these proposals present gigantic problems for 
the United Kingdom, but the present indications are 
that she hopes to achieve some kind of solution and 
finally throw in her lot with Europe. Hopeful of sponsor- 
ing eventual agreement in this project are most of the 
Common Market countries outside of France; these are 
plainly anxious to achieve as complete an integration as 
possible of both production facilities and market poten- 
tial. On such integration, they feel, rests Europe’s big 
chance for the economic future. It is important, more- 
over, that any free trade area should come into being as 
soon as possible, preferably before January 1, 1959, 
which is the anticipated date of the first tariff cut in the 
Common Market program which visualizes implemen- 
tation of its four-phase plan over a period of twelve to 
fourteen years. 

The United Kingdom will undoubtedly make a full 
report on European negotiations to the other countries 
of the Commonwealth Trade and Economic Conference 
in September. In view of the unprecedented obstacles 
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involved, it may well be that she must report her ulti- 
mate terms of settlement as having more discriminatory 
and less outward-looking implications for the Common- 
wealth than many of its members have hitherto hoped 
and expected. 


FREE TRADE PROPOSED TO CANADA 


On the other hand, the United Kingdom may put 
forward for the entire Commonwealth the same offer 
made to Canada last autumn when the finance ministers 
of the Commonwealth met in Canada to discuss prob- 
lems of mutual concern at the invitation of Mr. Diefen- 
baker. Having previously professed interest in expand- 
ing Canada’s trade with Britain and the Common- 
wealth, the Canadian Prime Minister was considering 
such measures as the exchange of trade missions, the 
increase of duty-free purchase allowances for tourists 
and the placing of government orders. The British 
Government had a more ambitious scheme in mind. 

The United Kingdom ministers proceeded to present 
a scheme which, while most imaginative, was not new, 
having been one of the principal planks in Canada’s 
Progressive party, a political movement that had its 
origins in western agriculture and that flourished during 
the early Twenties. The new British version proposed to 
link the United Kingdom with Canada in a free trade 
area designed to come into effect over a twelve-to- 
fifteen year period, during which there would be a 
gradual removal of tariffs between the two countries. 
The British also proposed to remove their quantitative 
restrictions against Canadian imports as speedily as 
possible. The official communiqué which described the 
trade discussions between Canada and the United 
Kingdom concluded with these words: 


“The United Kingdom Ministers recognized that this 
proposal raised serious and complex problems and difficul- 
ties. In view of the long-term nature of the proposal the 
United Kingdom Ministers did not ask the Canadian 
Ministers for an expression of their views on the proposal.” 


The British Government had made a proposal de- 
signed to produce the largest possible increase in the 
volume of trade with Canada and which would at the 
same time correspond with the provisions of GATT. It 
was, however, not a proposal that the Canadian Gov- 
ernment could accept at a time when Canadian pro- 
ducers, under pressure from abroad, are endeavoring to 
secure more, not less, protection for the domestic mar- 
ket. Even in traditionally free-trade Western Canada, 
the petroleum industry has produced an important 
group opposed to freer trade, particularly while United 
States restrictions limit Canada’s external petroleum 
markets. The official communiqué was most tactful in 
its statement, for the Canadian Ministers could not 
answer at the present time, under present circumstances. 

While the free-trade proposal is incompatible with 
present trends in the Canadian economy, that does not 
mean that the idea will disappear forever. Canadian 
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tariff policy has always been adapted to the exigencies 
of the moment, regardless of the party in power, and it 
is not improbable that in years to come a government 
blessed with more propitious circumstances may be 
happy to reply in the affirmative if the free-trade ques- 
tion is raised again. 

Canada could elect eventually to form a free-trade 
area with the United States, as has been pointed out 
by at least two American businessmen.! Before any 
Canadian Government even contemplated such a step 
as this, however, it would take a very close look at the 
potential structural changes in the Canadian economy 
and any ensuing penalties that could be suffered by seg- 
ments of Canadian industry, 

Then there is the third suggestion, advanced by Sir 
David Eccles. Speaking in San Francisco he advanced 
the possibility of “an economic merger between the 
United States, the British Commonwealth and Western 
Europe,” and thus end the spectacle of the Western 
countries going “our own sweet ways, protecting our 
domestic industries to the detriment of those of our 
closest allies; trying to block each others’ trade when we 
should be collaborating for raising standards of life. 

The president of the British Board of Trade has 
posed a stimulating challenge for the future. In the 
present, however, the Common Market has become a 
reality, and so has the British urgency to become more 
closely associated with Europe. We might, then, con- 
sider Canada’s present trade situation with respect to 
Western Europe, and some of the possibilities of future 
relationships. 


THROUGH EUROPE’S EYES 


Some European countries see in Canada a rich and 
rapidly growing market. In 1953, Canada’s imports 
amounted to $4.5 billion, of which $630 million, or 14%, 
were from OEEC countries including Britain, whose 
share alone amounted to over 10%. By 1956, Canada 
was importing $5.7 billion, with OEEC countries sup- 
plying 13.5%. The slight drop percentagewise was due to 
Britain, whose share was now down to 8.5%, less than 
half the proportion supplied in the immediate prewar 
era. Other OEEC countries had increased their total 
share to 5%, just slightly below the prewar level. 

In the first eleven months of 1957, Britain’s share in a 
slightly reduced volume of Canadian imports rose to 
over 9%, with other European countries contributing an 
additional 6%, at the same time that the United States 
share of imports dropped from 73% to 71%. Increases in 
imports from Britain were concentrated mainly in iron 


1 See “Canadian-American Relations,” John S. Coleman, president, 
Burroughs Corporation, an address before the Businessmen’s Confer- 
ence, The Chamber of Commerce of the United States and the 
Buffalo Chamber of Commerce, Buffalo, N. Y., September 23, 1957, 
and “Technology and Trade,” Crawford H. Greenewalt, president, 
FE. I. du Pont de Nemours and Company, address before the Twenty- 
sixth Annual Meeting of the Canadian Chamber of Commerce, 
Winnipeg, October 4, 1955 
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Canadian Trade in the Twenties and Fifties 
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creases. Aircraft and parts almost doubled as Canadian 
air lines added still more British aircraft to their fleets. 
To offset part of the increases, a slight decline occurred 
in rolling-mill products and wool fabrics, while imports 
of nonferrous metal and nonmetallic mineral products 
originating in Britain declined rather substantially. 

Tron and steel products also accounted for the in- 
creased contribution from other European countries. A 
slight drop in rolling-mill products contrasted with 
sharp gains in nonfarm machinery and passenger auto- 
mobiles. Indeed the continental European share of the 
Canadian automobile import market rose to 19% from 
11% in 1956, while British automobiles accounted for 
32%, up from 19% in 1956. Consequently, the American 
share of the Canadian car market went down from 70% 
in 1956 to just under 50% in 1957. 

If European manufacturers become interested in 
further adjustments to the Canadian market, it should 
be possible for them to account for a progressively 
greater share of the semimanufactured and manufac- 
tured goods that make up the bulk of Canadian im- 
ports. This is particularly true of certain specialized 
types of engineering and capital goods traditionally pro- 
duced by European (including British) industry. It is 
also true for certain consumer goods with which the 
substantial numbers of European immigrants are al- 
ready familiar and will continue to consume when 
available. 

As pointed out by Canada’s recent trade mission to 
Britain, any large-scale bid for the highly competitive 
and American-oriented Canadian market will necessi- 


tate much greater attention on the part of European | 


industrialists to delivery dates and servicing arrange- 
ments, as well as to advertising and sales promotion. At 
present superior marketing and service organizations 
and excellent financial connections, not to mention 
geographical proximity, give American manufacturers a 
decided advantage in the Canadian market. The pres- 
ence of so many American subsidiary companies in 
Canada, and the familiarity of Canadian companies and 
the majority of Canadian consumers with United States 
goods, are added and potent inducements to buy Amer- 
ican, provided prices are competitive. Price is naturally 
an important consideration. Indeed, the gradual ap- 
proach of the exchange level of the Canadian dollar to a 
par with the American may well have contributed to 
making certain imports less attractive when compared 
to available domestic products than was the case when 
the Canadian dollar stood at an all-time high last 
summer. 


WHAT ABOUT EXPORTS? 


Canadian exports to the United Kingdom declined in 
1957, as sales of agricultural products, particularly 
wheat and barley, dropped off sharply. Aluminum ex- 
ports fell by more than 20%, far too much to be offset by 
increases in the copper and nickel components of the 
nonferrous metals group. Nonmetallic minerals were 
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down, but wood and wood products increased slightly as 
Britain made a moderate increase in her purchases of 
newsprint and planks and boards. Exports of grains and 
base metals to other European countries also declined. 
There was, however, a rise in total Canadian exports to 
European countries other than the United Kingdom, 
owing mainly to the more than 30% rise in shipments of 
asbestos and nickel. 


CONCERN FOR AGRICULTURE 


The eventual Common Market policy for agriculture 
and particularly for grains is of the most vital concern 
to Canada. As a British economist put it: 


“Canada . . . is anxious to sell wheat to the Six; but it 
is by no means certain how wheat imports will be carried 
on when the European Economic Community comes into 
operation. Wheat importers among the Six will obtain their 
supplies from France at a guaranteed price under long-term 
contracts. How requirements above what France can supply 
will be obtained, or at what price, is not known. This is a 
question of great importance to the Six because of its influ- 
ence on the level of industrial costs. If high-cost subsidized 
wheat produced on small farms were to be the main source 
of supply, the benefits of industrial free trade would be 
sacrificed to agricultural protection. On the other hand, if 
the workers of the Six are to get their bread at a price 
determined by world wheat prices then Canadian and 
Australian wheat will have to be imported and the policy of 
agricultural self-sufficiency modified.”! 


Canada’s great sales to the relatively wide-open mar- 
kets of Europe in the "Twenties centered on agricultural 
products. These agricultural markets underwent severe 
contraction with the rise of exchange difficulties and 
agricultural protectionism during the Thirties. Agricul- 
tural restrictions continued into postwar reconstruction 
and may now be built into the Common Market. Beef, 
for instance, is very rigidly controlled in all European 
countries, while policies on grain vary in their severity. 
Most of the Six are net importers of grain; France, how- 
ever, is a net exporter of wheat and barley, and will 
naturally expect first consideration in the markets of the 
other five. Consequently, the establishment of common 
pricing and tariff policies will probably depend not on 
an averaging of the separate procedures of the Six but 
on the findings of a conference that will survey their 
resources, requirements and policy implications for 
agriculture. 

The Six account for nearly half of Western Europe’s 
area under grain. Their production has been steadily 
increasing since 1950, and their average yields are said 
to be higher than for any other region of similar size in 
the world. While increased living standards in the post- 
war period have led to a per capita decrease in cereal 
consumption over most of the area, the demand for live- 
stock products has increased enormously, and so has the 
associated demand for feed grain. 


1 Richard Bailey, “What Sort of Free Trade Area?” Westminster 
Bank Review, November, 1957 
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Grain Imports of the European Common Market Countries, 
by Areas of Origin 
Average for 1954-1956 


All Grain! Bread Feed 


Grain? Grain? 
ra Nag sh Per cent Per cent of 
Thousand of total total imports 
tons imports 

Common Market countries. . 871 7.1 8.6 4.3 
North African region’. ..... 850 6.9 6.6 7.2 

Other countries of the franc 
ATCA a aire ch Retains 35 0.3 sts 0.5 
Total, Common Market area| 1,756 14.3 16.2 12.0 
Wnitedistates.)..eieeie ser 3,618 29.4 29.4 29.4 
Canadanepins< = acne ness 1,467 11.9 23.5 1.4 
AUIstraliawgs tls acs ced a 8 417 3.4 3.4 3.3 
ATPEDUINA nies sae oe 5 ou 2,624 21.3 15.1 27.2 
Total, four major exporters.| 8,126 66.0 71.4 61.3 
Swedeneae ue gies caeternhiens 167 1.4 2.6 0.2 
Union of South Africa ..... 405 3.3 oe 6.3 
INearBasteern) fatsn 641 5.2 Sul 5.7 
Sovietiolocemer ene sien 412 3.4 3.6 3.0 
Otherweee ee oes 789 6.4 4.1 11.5 
GrandeTotal ences eee 12,296 100.0 100.0 100.0 


1 Including the grain equivalent of wheat flour at 4:3 

2 Including rye in Germany 

3 Including rye, except in Germany 

4 Algeria, Morocco, Tunisia 

§ Cyprus, Iran, Iraq, Israel, Lebanon, Syria and Turkey 


Source: Food and Agricultural Organization of the United Nations 


Canada’s chief market has been in human-consumed 
cereals, and will consequently follow consumption trends 
unless a larger share of the total market can be cap- 
tured. There may be further leeway for the flour trade, 
however, in the particular clause of the treaty which 
states that raw material imports from outside sources 
will not be impeded in any way if they are processed for 
sale to outside countries. The increased urbanization 
that will accompany the further industrialization of 
Europe will undoubtedly result in some land being with- 
drawn from cultivation. Any resulting decrease in pro- 
duction, however, could be made up by the projected 
over-all increase in yields, so great are the forecasts for 
the latter. 

More than one half of wheat imports presently come 
from the dollar countries of North America, with the 
United States enjoying a small lead over Canada. (See 
table 1). With feed grains the situation is different. 
Nearly 30% was supplied by the United States in the 
period 1954-1956, but less than 2% by Canada. Argen- 
tina may become a serious competitor in both wheat and 
other grain fields. Since Italy and Germany both have 
bilateral agreements with nondollar Argentina, it would 
not be surprising if Argentina should acquire an even 
larger share of Common Market agriculture than she 
now possesses. 

At present it is very difficult to conjecture the changes 
that may result from the contemplated adoption of 
common agricultural policies. In each of the member 
countries, complex agricultural support measures have 
been developed, measures that vary substantially in 


method and result in widely different producer prices. 
Variations may take place even within a particular 
country—France, for instance, varies her wheat prices 
according to size of farm, whereas Italy maintains a 
price differential between North and South. 


INCREASED ATTENTION TO BEEF 


An increase of agricultural production will be a main 
goal of the common agricultural policy of the Six. Also, 
special inducements may be used to promote cattle 
raising and beef production within the area, since the 
internal demand for beef will grow, it is expected, along 
with rising incomes. 

The treaty makes some provision for setting up regu- 
latory machinery to stabilize exports and imports of 
agricultural products, and it is a virtual certainty that 
imports from countries outside the Market area will 
continue to be controlled in order to protect internal 
production. While the common agricultural policy can 
be expected to tend toward the reduction of trade with 
outside countries, it could be offset by the interest that 
member countries like Germany and Italy might have in 
expanding industrial exports to agricultural countries 
beyond the Community. In any event, the harmoniza- 
tion of agricultural policies may well prove to be one of 
the toughest hurdles facing the new Europe. 


CANADIAN PROSPECTS 


In so far as continued shipments of industrial raw 
materials to the Common Market are concerned, they 
will be subject to a maximum duty of 3%, with copper 
and nickel entering free. While many import duties will 
represent an average of the rates prevailing in the six 
countries as of January 1, 1957, semiprocessed goods 
such as newsprint will be subject to a maximum of 10%, 
with aluminum, lead and zinc still subject to negotia- 
tion. 

There is, however, a long-range threat with regard 
to aluminum and several other commodities. Because of 
France’s insistence that the overseas territories of the 
Common Market countries be included in the European 
Community, restrictive measures might be expected to 
result whenever third-country commodities find them- 
selves in active competition with products produced in 
the territories by Europe-subsidized investment. And 
European territories located in Africa, with its tre- 
mendous and as yet underdeveloped waterpower re- 
sources, could become formidable competitors in the 
aluminum field. 

Perhaps a possible solution for Canadian companies 
threatened with severe competition would be to locate 
branch plants within the Common Market or Free 
Trade Area. (Imperial Preference was a potent force in 
attracting United States branch plants to Canada in the 
early days of the twentieth century and again in the 
Thirties. Thus American companies were enabled to sell 
in the Empire markets without the restraint of the some- 
times prohibitive penalties imposed against United 
States imports.) 
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Canada’s Imports, by End Use and Source 
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Canada cannot count on an expansion of markets for 
agricultural products in Europe, except in so far as the 
rising living standards of the new Europe may leave a Source: 
gap that cannot be filled by local agricultural producers. pone | Genece 
She can, however, feel fairly confident of being able to 


supply some minerals and other industrial raw mate- That the tendency of some segment or other of Cana- 
rials, ge well as some semimanufactured goods to the dian industry to be in turmoil about American tariff 
industrial enterprises of the area. In other words, the policy is not entirely without justification is borne out 
wants of new Europe will closely parallel the present by an authoritative United States report quoted by a 
industrial wants of the United States, and would pre- recent Canadian study: 
sumably coms etian on : alternative markel poo eae “On the surface, the record seems to belie the fears of 
nea Pes This could concetvably pooureme domestic importers and foreigners that United States 
comfort to Canadians ieee the United States to return [tariffs] are unstable. . . . The fact is that the continuity of 
to the extreme protectionism of Hawley-Smoot days, a our trade agreements policy since 1934 has developed in the 
possibility that is presently worrying some segments of face of statutory provisions which seem constantly to 
’ Canadian industry as the Trade Agreements Act comes threaten the policy with termination. The Congress has 


up for renewal. granted the President the power to reduce tariffs under the 
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Canadian Trade, by Degree of Manufacture 
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Trade Agreements Act for varying periods of time but in no sion has frequently rejected requests for escape-clause relief 
case for longer than three years. The act has required that by narrow majorities. . . . Uncertainty concerning United 
all trade agreements negotiated under the act contain a six- States tariffs is heightened by the difficulty of determining 
month withdrawal provision. . . . American importers and the proper classification or valuation of a given import.’ 
foreign businessmen have had to take into account the pos- - 
sibility that the United States might at some early juncture A DEFICIT AREA? 
exercise its prerogative of withdrawing from the [GATT]. United States tariff policy is unlikely to moderate to 


. . . The feeling that United States tariff policy is not de- 
pendable is also increased by the extensive legislative de- 
bates preceding periodic renewals of the Trade Agreements 
Act. . . . A further source of foreign concern has been the (Continued on page 164) 
bills introduced in each session to raise duties or otherwise 


any extent unless that country’s bargaining position 
should become impaired by a scarcity of raw materials 


1 Commission on Foreign Economic Policy, Staff Papers, pp. 288- 


restrict imports. . . . The threat of tee escape-clause ac- 291, quoted by Irving Brecher and S. S. Reisman, in ““Canada-United 
tion cannot be ignored by domestic importers and foreign States Economic Relations,” a study prepared for the Royal Commis- 
exporters . . . particularly . . . since the Tariff Commis- sion on Economic Prospects, p. 182 


An appraisal and new facts and figures bring up to date last year’s special Conference 


Board study,” ‘Statistical Handbook of the U.S.S.R."" ————> 


A SECOND LOOK AT SOVIET STATISTICS 


*Studies in Business Economics, No. 55, a translation of a Soviet work, with introduction, additional tables and annotations 
by Harry Schwartz, 1957, 128 pp. 
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Retail Prices Continue Higher 


The retail price level, as measured by THe ConrERENCE 
Boarp’s consumer price index, scaled its twenty-second con- 
secutive new high to rise 0.8% in February. This increase 
brought the all-items index for the United States to 106.6 
(1953=100), 2.9% above year-ago levels. The purchasing 
power of the consumer dollar declined to 93.8 cents (1953 dol- 
lar = 100 cents), which was 0.2 cent below the J anuary, 1958, 
value and 2.7 cents below the February, 1957, figure. 

The February rise in the price level primarily reflected 
higher food costs. Food prices rose 0.9% over the month, while 
sundries and housing rose only 0.2% and 0.1%. Apparel re- 
mained unchanged, and transportation costs declined 0.7%. 


The Increases 


During the first two months of 1958 food costs increased 
1.7% —which is more than half the advance chalked up during 
the entire preceding year. Unusually cold weather was one 


The sundries index rose primarily under the impact of 
price hikes for personal care items. Medical care, recreation 
and alcoholic beverage and tobacco costs were up only slightly. 

Housing costs remained virtually unchanged over the month 
as a result of counterbalancing movements within this group. 
Advances in rents, gas and electricity rates and household 
operation charges were almost canceled by price cuts for solid 
fuels. Housefurnishings and equipment prices remained at 
their January, 1958, level as price hikes for textiles and rugs 
were offset by lower appliance costs. 


The Other Groups 


Apparel, unchanged for the fourth consecutive month, con- 
tinued to remain the most stable factor in the price picture. 
Women’s clothing costs also were unchanged from the preced- 
ing month, while a slight decline in men’s apparel prices was 
offset by higher service charges. 


The Conference Board’s Consumer Price Index—United States Cities Over 50,000 in Population 


1953= 100 Rebased Indexes 
| Housing 

Purchasi All All 

All Food Fuel, | Furnish. | Apparel | Trans | Sundries | Value of | Items Items 
Items Total Rent {Power and] ings and portation ollar | (January | (1947-49 

Water |Equipment 1939=100)} =100) 
1957 January...) 103.4 100.2 104.5 108.7 107.8 99.8 100.8 107.8 105.5 96.7 187.8 117.7 
February..| 103.6 100.5 104.8 108.9 108.6 100.0 100.9 107.7 105.8 96.5 188.2 117.9 
March....| 103.7 100.4 105.2 108.9 108.7 100.4 101.0 107.3 106.1 96.4 188.4 118.1 
ADT e.. «5 « 103.9 100.6 105.4 109.4 108.8 100.5 101.1 107.4 106.38 96.2 188.7 118.3 
May...... 104.1 101.1 105.4 109.5 108.5 100.4 101.2 107.4 106.5 96.0 189.1 118.5 
JUNC sos 2k « 104.5 102.0 105.5 109.6 108.3 100.5 101.2 107.5 106.7 95.7 189.7 118.9 
A 1 eee 104.8 102.8 105.5 110.1 106.6 100.4 101.2 107.6 107.2 95.4 190.3 119.2 
August. 105.1 103.5 105.5 110.2 106.4 100.3 101.5 107.6 107.7 95.1 190.9 119.6 
September 105.3 103.6 105.7 110.38 106.6 100.8 101.8 107.6 108.0 95.0 191.2 119.9 
October 105.4 103.5 106.0 110.9 106.9 101.0 102.0 107.4 108.3 94.9 191.4 120.0 
November.} 105.9 103.5 106.1 111.0 107.3 101.0 102.0 110.3 108.6 94.5 192.2 120.5 
December.| 106.0 103.6 106.3 111.1 107.4 101.0 102.0 110.2 108.9 94.4 192.4 120.6 
1957 Annual avy.| 104.6 102.1 105.5 109.9 107.7 100.5 101.4 108.0 107.1 95.6 190.0 119.1 
1958 January...} 106.3 104.5 106.8 111.4 110.1 101.0 102.0 109.6 109.1 94.0 193.1 121.0 
February..| 106.6 105.4 106.9 111.6 110.0 101.0 102.0 108.8 109.3 93.8 193.5 12k 

Percentage Changes 

1/58 to Geant. | +0.3 +0.9 +0.1 +0.2 —0.1 0 | 0 —0.7 +0.2 , 5 

2/57 to 2/58....| +2.9 | +4.9 +2.0 +2.5 +1.3 +1.0 +1.1 +1.0 +3.3 +2.8 +2.9 


factor in the rise. The ensuing damage to fruit and vegetable 
crops was reflected in a 2.9% jump in February in the fruit and 
vegetable index, which rose 6.2% in the first sixth of the year. 
Rising meat prices were the second important factor in the ad- 
vance of the food index, with the meat, fish and poultry group 
moving 2.5% higher over the month. Poultry prices rose the most 
(5.5%), but all meats were higher. Relatively slight advances 
of 0.2% and 0.1% occurred in cereal and bakery products and 
the “other food” group. A 7.2% drop in egg prices and smaller 
price reductions for butter and cheese more than offset scat- 
tered increases for other dairy products. As a result, the dairy 
products and eggs index fell 1.6%. 
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Transportation costs for the third time in a row declined in 
the face of increased public transportation rates. These ad- 
vances were more than offset by considerable weakness in 
both the used and the new car market. Lower gasoline prices 
in certain price war areas also contributed to the decline. 

Compared with February, 1957, all major commodity and 
service groups were higher. Food registered the largest in- 
crease of 4.9%, sundries were up 3.3% and housing 2.0%. 
Apparel and transportation registered lesser increases of 1.1% 
and 1.0%, respectively. 

Hewxn B. Junz 
Division of Consumer Economics 


THE 200 LARGEST TRADE FIRMS 


pilation of the nation’s 200 largest trade corpora- 

tions. Trade concerns are ranked by sales volume, 
unlike the Board’s annual list of manufacturing corpora- 
tions where total assets are used as indicative of size.! 
Several large companies do not report sales figures or 
issue financial statements and therefore could not be 
included in the listing. 

Total sales of the 200 largest retailers and wholesalers 
climbed to $36.2 billion in 1956, more than $3 billion 
above the 1955 total, and represented slightly over 
11% of sales for all trade establishments in the United 
States—compared with a ratio of 10.6% in 1955. Nearly 
two thirds of the sales of the 200 largest firms were ac- 
counted for by the top twenty-five companies. The first 
six concerns on the list, each of which rang up over $1 


Tee NEW NAMES were added to the 1956 com- 


Distribution of One-hundred Largest Trade 
Corporations, 1956 


Numb a Per Cent Distribution 
Type 0 
Com- Income +s 
panies | Worth | Sales | after | Ride | Tories 
Department and 
specialty stores... 28 25.3 19.0 24.4 27.6 22.6 
Mail order shakeela 4 26.7 14.7 27.0 26.7 21.8 
Food chains eee 29 19.2 43.4 23.0 17.7 24.7 
Other chains....... 19 17.4} 103} 15.1 | 184] 14.9 
Wholesalers and job- 
OLS i siroys se jatentes 20 11.3 19.5 10.5 9.6 15.9 
Lotal Seen 100 100.0 | 100.0 | 100.0 | 100.0 | 100.0 


Details may not add to totals due to rounding 


billion in sales, represented 38% of the 200 firms’ total 
sales. 

Nearly all of the gain in sales recorded by the 200 
largest actually occurred in increases reported by the 


1A report on the 200 largest manufacturing corporations in 1956 
appeared in the February, 1957, Business Record 


first one-hundred firms. Within this group, sales rose 
$2.9 billion, a gain of 10% over 1985. Sales of all trade 
companies increased only 5% during 1956. More than 
half of this 10% gain was attributed to the food chains, 
whose sales mounted to $14.2 billion, an increase of $1.5 
billion over the previous year. Three other types of 
businesses included in this listing showed sales gains 
over the year before ranging from $900 million for 
wholesalers and jobbers to $300 million each for depart- 
ment and specialty stores and for mail order houses. 
“Other chain stores,” a group including restaurants, 
variety, drug, shoe and furniture stores, suffered a de- 
cline of nearly $100 million between 1955 and 1956 
sales. 

Only six out of the first-hundred companies had 
lower sales than in 1955. Ninety-three increased their 
sales; and one, S. Klein Department Stores, had no 
comparable data for the previous year. 

The profit picture, however, was not so conclusive— 
twenty-three of the first-hundred firms did not net so 
much as in the prior year, including seven department 
and specialty stores, seven chains other than food, six 
food chains, two wholesalers and jobbers, and one mail- 
order concern. Sixty-five companies enjoyed sales of 
over $100 million during the year, compared to fifty-six 
in 1955 and only forty-nine in 1953 (the first year for 
which the Board compiled the one-hundred largest 
trade corporations). 

The composition of the first-hundred traders varied 
slightly from 1955. The three top companies—A & P, 
Sears Roebuck, and Safeway Stores—have remained in 
that order since 1953. Kroger Company edged past 
J. C. Penney to gain fourth place, a position it held in 
1954. Anderson, Clayton and Company, the largest 
wholesaler in the listing, moved up to seventh spot, 
pushing F. W. Woolworth back one notch into eighth. 
National Tea Company moved into the top ten, thereby 


Mail-order Companies 


Dollar figures in thousands 


Company Total Net Inven- 

Assets Worth tories 
Sears, Roebuck and Co........... 1,503,082 | 1,127,653 | 533,274 
Montgomery Ward & Co., Inc...... 739,567 648,767 | 265,667 
SpiegelsIncs.ee-4) fies See: 113,003 42,891 11,045 
Aldetis Ines. ae eee ee 46,905 19,273 14,555 
RLOUAL War ae ee te ac Sa 2,402,557 | 1,838,584 | 824,541 


1 Where data are available, include sales of leased departments 
a—Data not released by company 
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Total Total Income Divi- Number | Employ- 
Current Current Sales! after dends of Em- ment 
Assets Liabilities ‘axes Paid Costs? 
1,119,059 | 375,429 | 3,555,684 | 164,816 | 73,995 | a a 
701,774 90,799 | 1,045,767 35,844 30,672 | 57,691 |177,592 
108,457 57,486 129,947 3,850 2,003 6,221 n.d. 
41,196 17,621 102,372 1,588 833 4,595 | 12,913 
1,970,486 | 541,335 | 4,833,770 | 206,098 107,503 | 68,507 |190,505 


2 Consist of wages and salaries, plus benefits 
n.a.—Not available 
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dropping Allied Stores into eleventh place. Although 
some slight adjustments were made in their relative 
rankings, the top twenty-five companies in 1955 were 
also the top twenty-five companies in 1956. 


High up on the list in twenty-seventh spot was Stand- 
ard Oil of Kentucky, a large wholesaler of petroleum 
products, who joined the ranks for the first time. An- 
other newcomer to the top hundred was S. Klein De- 


Total Total Income Divi- Number | Employ- 

Company Total Net Inven- Current Current Sales! After dends of Em- | ment 

Assets Worth tories Assets Liabilities Taxes Paid ployees Costs? 

Great Atlantic & Pacific Tea Co.....| 545,247 362,400 | 238,075 395,481 | 177,621 | 4,481,852 | 41,876 | 16,416 | na. n.d. 
Safeway Stores, Inc............... 392,043 195,115 | 149,761 238,191 | 132,228 | 1,989,305 25,406 | 10,761 | 54,949 |240,209 
Kroger COMM en ernie te ts 259,510 130,159 | 112,427 162,206 92,237 | 1,492,552 17,071 7,428 | 45,893 |168,587 

American SUOrEs CO see hs eee 145,348 85,531 55,274 85,862 38,059 779,873 9,690 3,173 n.d. n.d. 
National pea Core eat Bos lke 114,903 56,310 44,091 69,479 27,903 617,636 7,008 4,241 | 19,000 | 63,522 
Food Fair Stores, neo e 111,068 50,209 32,386 56,502 26,892 545,141 8,625 3,444 | 18,000 | 58,682 
Winn-Dixie Stores, ine... .. 20.2... 83,748 44,321 35,926 61,954 21,485 513,549 10,626 5,218 | 16,600 | 38,960 
First National Stores, ness... 22s: 95,892 67,884 29,478 47,013 27,418 507,361 8,039 4,093 | 15,637 | 53,383 
Colonial Stores, (STS. 5 Rice eae ee 75,141 35,477 33,389 50,389 22,094 423,040 5,625 2,925 | 15,151 | 46,533 
GrandiQnion Cor. 5 nieces eee cio 79,463 35,667 26,746 40,165 26,450 374,155 5,049 1,395 | 12,507 | 30,937 
Jewel Tea ‘Cie ie ae ee eee 77,743 40,539 25,262 52,168 24,856 335,941 5,653 2,836 9,120 | 54,284 
ACF-Wrigley Stores, Inc........... 60,630 25,670 20,165 38,340 18,644 326,184 5,007 4,918 | 17,322 
Wrotilaweeineon tt ek ok oes «tn 37,979 18,029 17,453 21,705 18,254 241,495 3,065 n.d. 30,000 

Red Owl Stores, Inc............... 26,495 12,453 10,657 16,372 8,906 154,542 1,852 4,600 n.d. 
His@: Bohack Co:, Inc:..: ...:....:. 31,726 17,716 9,863 18,515 5,425 141,768 1,929 3,802 | 18,555 
ObinitinmarteyinG.. =). <<. 6s wee s 30,142 15,390 14,291 20,443 HOA el 134,708 1,767 2,526 | 13,382 
PRennverait Gos Ines . 4.5 heck os 30,290 19,831 8,789 15,187 6,076 134,140 2,016 4,275 | 16,128 
Stop aqonep, ness. Je... sce. ns. 41,132 11,847 8,808 15,052 8,916 123,106 1,758 4,147 | 11,541 
Puckysoipres, Ine. ee. snags ab 24,095 12,175 7,680 15,558 7,748 118,599 2,170 1,200 5,757 
J. Weingarten, Inc............. 20,936 12,529 7,007 12,497 4,430 103,060 1,312 n.d. 12,700 

Purity stores, Utd. 9S... 8S... s oe 24,122 11,305 5,963 11,579 7,085 94,988 1,084 2,093 n.d. 

Thorofare Markets, Inc............ 13,972 6,695 3,971 9,030 4,229 91,610 1,603 2,018 n.d. 
Fisher’ Brothers Cow. .<...........- 17,466 11,456 6,805 10,850 4,385 91,137 3,076 | 11,721 

MaviairViarkets se nfo es eee os 18,620 9,080 6,021 8,682 7,793 83,494 n.d. n.d. 
Market Basket. 2s. 20sec 525560208 14,694 7,802 6,151 9,506 5,045 77,757 1,965 9,877 
Shopping Bag Food Stores......... 17,135 6,802 5,487 10,637 7,163 72,187 2,215 9,150 

Godle Coes Cos. sites oe fle bes 14,590 8,300 5,004 9,571 4,155 67,348 2,500 n.a. 

Big Bear Stores Co..............-- 10,601 4,933 3,506 5,829 8,126 66,800 n.d. n.d. 

Daitch Crystal Dairies, Inc......... 11,350 5,309 3,397 6,006 2,911 63,285 n.d. n.a. 
Boca Ee ee 2,426,081 | 1,320,934 | 933,833 | 1,514,769 | 753,751 |14,246,613 | 175,411 | 71,288 |246,192 911,230 

See footnotes to table below 
Chains Other Than Food 


e, 1 of Em- meni 
Sad Hare Worth ftovise Ve Liabilities ar Taxes Paid sere Coste! 
Few. Woolworth Go.......-.....5.- 508,259 340,406 | 139,075 | 189,923 70,746 806,198 34,599 | 24,259 a a 
Vii MA Great Of), 2 140,260 103,565 61,726 91,711 33,903 380,915 8,938 5,377 | 28,900 | 71,340 
See icresve COs. 22. beens eee 251,024 192,302 53,825 | 103,263 35,754 366,355 14,347 8,829 | 37,295 | 67,216 
Walgreen CO ation, dle Pui eee 50,059 32,863 23,768 34,056 15,245 212,283 4,033 2,391 | 14,313 | 45,657 
G. C. Murphy (SOS es. ore isl Feds 86,412 70,250 31,072 §1,343 16,162 204,829 8,725 4,525 | 22,000 | 40,367 
Jean INewberry CO..6 s2 82.2 sess sass 107,897 65,313 39,070 63,490 19,449 203,463 5,240 3,429 | 20,000 | 40,914 
Sl SR a SCAT Oe en 119,563 101,854 30,125 47,323 17,709 167,636 8,258 5,940 | 26,500 | 34,469 
Melville Shoe Corps. 22... 2. outs - AT ,764 34,685 18,588 36,890 12,561 126,124 6,112 5,683 8,473 | 37,500 
McCrory Stores COLD ek es 3, os 55,944 41,738 17,900 27,185 11,706 113,116 3,412 2,491 | 13,500 | 22,356 
Piewie, Gareein COLsING. 6 3525 0 ced tele 51,274 43,078 17,722 26,804 7,116 112,525 3,509 2,692 | 11,300 | 21,199 
b INCA AERA hla a! s 44,042 21,026 21,813 30,921 11,260 101,808 2,973 797 n.a. n.a. 
Pieces, tne <.of n a eeee 60,976 42,711 23,678 44,666 10,665 101,130 4,111 1,787 8,598 n.d. 
Edison Brothers Stores, Inc.......... 40,925 25,161 14,490 26,325 7,042 91,140 2,653 1,615 5,400 | 16,979 
Thrifty Drug Stores. Co., Ine. ).. 2... 24,205 11,820 14,976 20,839 9,085 74,982 1,576 561 5,000 n.d. 
Neisner Brothers, Inc.............-- 27,989 17,876 | 12,287 | 16,336 5,513 69,175 928 618 | 10,182 | n.a. 
Peoples Drug Stores, Inc-..........- 23,606 15,868 11,648 16,932 7,680 61,880 1,547 858 5,000 | 15,950 
McLellan Stores Co.............---- 27,092 19,285 12,440 14,454 6,056 61,860 1,493 1,389 7,500 | 12,007 
Hotel Corp. of America............. 44,164 8,398 3,825 9,950 9,799 57,367 1,775 5s n.d. n.a. 
A’ S? BeckShoe Corp... . = tenn cote 23,116 11,136 | 15,166 | 18,608 7,720 55,169 1,037 597 | n.a. n.a. 
ENO hsulpme a rarete mare tees eons. stele chexalse cece 1,734,571 | 1,199,335 563,194 | 871,019 | 315,171 | 3,367,955 115,266 | 73,838 |218,961 1425,954 


1 Where data are available, include sales of leased departments 
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Food Chains 


Dollar figures in thousands 


Dollar figures in thousands 


Total 


Total 


2 Consist of wages and salaries, plus benefits 


Income 


a—Data not released by company 


Number 


Employ- 


n.a.—Not available 
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partment Stores, which was spun off from Grayson- 
Robinson stores. Five other concerns moved from the 
second-hundred grouping into the top hundred. Leading 
the way was Lucky Stores which leaped fifty-eight 
places to occupy fifty-fourth spot, while the Hotel Cor- 


poration of America also moved sharply from notch 160 
to notch 96. Daitch Crystal Dairies, Williams & Com- 
pany and Woodward and Lothrop were the remaining 
three firms to make their way into the select group. _ 
To make way for these new arrivals, six companies 


The 1956 Ranking of the Largest Trade Firms 


1956 
Sales Classi- 
$ Millions |fication* 

1 | Great Atlantic & Pacific Tea Co...........] 4,481.9] F 

Pelpoearsehoebuck iar Orne ae eect einer ce 3,555.7 | M 

Sri Saleway Stores; INCss sens se see ise aes 1,989.3 F 

AMER TOE. oy etnete on aiscece sitesi cre evsieres ccs 1,492.6 | F 

DUieemGakenney Corstens vase wee sineas oer 1,291.9 | D 

6 | Montgomery Ward & Co!................ 1,045.8 | M 

7 | Anderson, Clayton & Co.................. 824.0} W 

SRIPE ai Woolworth Cone suc acct seine oie 806.2 | C 

GuipAtmericam Stores’ Cre 8c cscs sae teste oe 7799 | F 
LOs National: ea Cov.c see cco nescaeee cmas 617.6 | F 
Mts eAllied Stores Corp......¢0c 6 ccc caecc eas oes 615.8 | D 
12 | Federated Department Stores, Inc2........ 601.5 | D 
18 | McKesson & Robbins, Inc................. 578.8 | W 
Lame ood Hair Stores, INGs sees. ace ee oes a 545.1 F 
15 | May Department Stores Co............... 6214] D 
16 | Winn-Dixie Stores, Inc.................... 613.6 | F 
17 | First National Stores, Inc................. 507.4] F 
18 | Graybar Electric Co., Inc................. 488.6 | W 
1OuMmCoonial Stores, Inc! ome ne tee eee aes 423.0) F 
20n ental ae Macy & Cox Ineiiss.ta: 5 seene ae: 398.3 | D 
STEW beGrant Connceace ee se oe ees cas 880.9 | C 
eenleGrandsunion: Covent sae een acne $74.2) F 
OBB ECuoe Kresge: Cost oc ti otc ac eee. 366.4 | C 
24 | Gimbel Brothers, Inc........... Pe re 350.9} D 
25elmdewelubea CO.cn weds coh esac eee kis 335.9 F 
26 | ACF-Wrigley Stores, Inc.................. $26.2 | F 
27 | Standard Oil Co. (Kentucky).............. 284.2 | W 
SORIMCALVLOCOrES| COme sae ot oes aoe are. 272.1) D 
29 | Consolidated Foods Corp.................. 268.3 | W 
SOB Loblaws nce year enn ce eeee 241.5] F 
81 | Associated Dry Goods Corp.’.............. 223.7 | D 
Sore aloreen (Come nar: sess meet eke Mee 212-30 C 
Soa vlarsnallebieldacs Coven ace tenets 2110} D 
84 | Western Auto Supply Co.................. 210.3 | W 
Soa BGC Murphy, Coverenaa ance eee 204.8 | C 
SGnl mond NCW DEITYa CO. cs eee ence eho 203.5 | C 
87 | Pacific Gamble Robinson Co.............. 178.6 | W 
S$8a American: News Co... ..o04.. 245. ..4-6 0: 172.0) W 
SonieLerner stores Corp....u. oe een ee 170.7 | D 
AON pow. Kress: & Cort... let aa ee 167.6 | C 
41 | Red Owl Stores, Inc...................... 154.5 | F 
AceieNercantile Stores'Co:... 4.5.4.0. 05. 148.8 | D 
AStietaC. Bohack Co.4.. 4... as ice 141.8] F 
AAP ullock’sy LNG. cote cs oe oe 138.3 | D 
45 | Broadway-Hale Stores, Inc.‘............... 137.4 | D 
AGH PLhriftimarty inc oMd.c nia ee eee 134.7 | F 
a Taiphenuel ruiti Covers ae toe ee ee 1384.1] F 
48 | Super Valu Stores, Inc.................... 132.4) W 
40uleSpiegel,: [netgear ans. ka tee ca ek oe 129.9} M 
50 | Southern States Cooperative, Inc........... 127.1} W 
51°) Melville Shoe Corp............. 00 ccecece0: 126.1 | C 
beh eButler Brotherseee ee eee 124.5 | W 
SE EOLopiC Shop einces = nt een ne 123.1 F 
OaTeLUcky, Stores nc eet tee ene ae 118.6 | F 
55") McCrory Stores Corp.) 03). 5 0oshes ce: 113.1} C 
6Gt PH vl Green Con oe i ae ee 112.5 | C 
Sim\sGoldblatt Bross ince se ee 110.5 | D 
OS alPrecht:Co.cth sin "enn. yee eee 108.5 D 
59 | Automatic Canteen Co. of America........ 104.2 | W 
60 | Marshall-Wells Co................0.00--.. 104.0 | W 


1956 
Sales Classi- 
% Millions |fication*® 


61"| J. Weltigarten, Ine’. >. at seewrk oa ees a ee 103.1 F 
62 |) Aldens; Irie. Se ee ae a oe i ote 102.4} M 
63 | Shoe Corp. of America?a.6 2.2%. 25): e-an 101.8 | C 
64° | Gamble-Skogmo, Inc:. «1.7 asserts ee 101.1) C 
65°'|| Fleming'Co,) nee. sae so ea el ee 100.0} W 
66"). Carson’ Pirie!Scott & Co... ee ee 97.2! D 
67>| Purity Stores, tds... 2 veto eee a ee 85.0 F 
68 | Thorofare Markets, Inc.....%<..-....-.++ 91.6] F 
69°| Emporium Capwell'Co..>.:.. 28.22 tees $14)" D 
70 | Edison Brothers Stores, Inc................ 5D WT Ben! 
71"), Fisher Brothers Cox. > . enw nee Eee S14 
723" Bond Stores, Ines... ae chor oe eee 87.3 | D 
85) (Carpenter Paper:Cor.s> eee ae 85.6] W 
74 | Mayfair Markets... .. Oe Si 83.5} F 
16. |. Richis, (DCs.6. oc pitas not See ie ioe fee 187° 1. oD 
76°" Seeman’ brothers. Inc. -.....c 5-2 tetseeneeoe 78.5 Ww 
77 | S. Klein Department Stores, Inc.6.......... 94° DB 
"8. Market *Baskete. cts..0) poes 6 area cn oe TS es 
79 | Thrifty Drug Stores Co., Inc............... 75.0) C 
80: |) Davidson Bros, Incs=24...2..0 eee eee ee 73.21} D 
81 | Shopping Bag Food Stores................ 72.2| F 
821 Central Steel & Wire Co... .......-5-. 2.08 T1741 ONY 
83 | Neisner Brothers, Inc............... ees 69.2 Cc 
$4] ane Bryant, nes 22 peed ee 68.2 | D 
85::| Cook Coffee: Cons 42> .2).. n h an eee ee 67.3 | F 
86 | Interstate Department Stores, Inc.......... 6724 D 
87. Big Bear StoresiCoe3 cee. ee. nee 66.8 | F 
88.) Joseph Home Gowe, «- .9.ccee cea ene ee 64.8}; D 
89 | Van Waiters & Rogers, Inc................ 63.7 | W 
90 | Daitch Crystal Dairies, Inc................ 63.3 | F 
91 | Peoples Drug Stores, Inc.................. 61.9) C 
927|-Mclellan Stores Got 22,05. -s200 24 eee 61.9 | C 
033) BounswigyDragiGo..o. se). eee 60.9} W 
94 | Stix, Baer & Fuller Co.................... 60.3 | D 
95 | Scruggs-Vandervoort-Barney, Inc........... 59.4; D 
96 | Hotel Corp. of America’. 2. .7....0........ 57.4} C 
97,,|.. Williams 8: Co:, Inc.7e ern eee ee eee 56.8 WwW 
98 || Wieboldt Stores; dnc. 3) aoe eee 56.0 | D 
09° A. SS. Beck Sioe Corpiscee... seen ee eee 55.2} C 
100 | Woodward & Lothrop.................... 54.9} D 
101: |, Ee dic Korvettes ines: een ee 54.8 Cc 
102 i) United, Whelan’ Corp.3..45 950 oo. Gene 54.8 | C 
103 | American Hospital Supply Corp............ 544 | W 
104 |. ABC Vending ‘Gorp.c.25.- eee eee 53.6 | W 
LOS. |" Highee' Gon He) ssa cence eecs. cceot see 53.3} D 
106 | Alpha Beta Food Markets, Inc............. 52.5 | F 
107.) FrankiG. Shattuck Comes..0 0 one 51.6] ¢ 
108: | Halle"Bross Comat... ..s sete oe ene 50.8 | D 
LOO ILS. Ayres: Conse eye 1 ae eee 50:2 | D 
110°)" Meier’& Brank'Con-.cece cee one eee 50.0} D 
TUT | Ji, Weisys incr see neers oe eee 49.4| D 
112: Bd Schuster: Con-. se eee ee 49.0 | D 
LIS _Rike-Kumiler(Comem oe ee 48.8 D 
L147] HoodtMart; Incaimennct see ae eee 48.1] F 
115 | American Factors, Ltd.................... 47.6) W 
116 | Ducommon Metals & Supply Co........... 47.2) W 
117 | National Department Stores Corp.......... 472) D 
1187/05. Mo Rhelanger; Cou) eee ee 47.1) W 
119) | Horns Hardart(Cois eae ns, 45.9} C 
120 | National Bellas Hess, Inc................. 45.7 | M 
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dropped into the second-hundred class; and another, 
G. R. Kinney, was merged into Brown Shoe Company. 
Grayson-Robinson, as a result of the aforementioned 
spin-off, dropped seventy-two notches to number 132 
on the list. Three other department stores, National 
Department Stores, Higbee, and Younkers Brothers, 
also were removed from the top group, with United 
Le and ABC Vending Corporation dropping out as 
well. 

Positional changes were of greater magnitude within 
the second-hundred grouping. Two of the companies 
that were below 200th place in 1955 made sizable ad- 
vances. A. J. Bayless Markets rose to number 140, and 
Associated Food Stores to 157. Others that added more 
than twenty notches to their relative positions included 
E. J. Korvette, a rapidly growing discount house; Blue- 


157 


field Supply, A. G. Spalding and Bros., and Sunrise 
Supermarkets. Consolidated Retail Stores, Davega 
Stores, and Spear and Company fell more than fifteen 
places in the listing. 

In addition to the compilation and ranking on the 
basis of sales, for the first time in this series of reports 
on trade corporations the Board has compiled key 
financial ratios for the companies involved. The ac- 
companying set of tables presents seven important 
ratios, including net profits on sales; net profits on net 
worth; sales to total assets; current assets to current 
liabilities; sales to inventories; current liabilities to 
inventories; and payroll to sales. Comparative data are 
shown for the years 1953 and 1956, except for the pay- 
roll-to-sales ratio which is shown only for 1956. In addi- 
tion, for purposes of comparing company growth, a 


The 1956 Ranking of the Largest Trade Firms (Continued) 


1956 
Sales Classi- 


pone bain men ©.) 5. eee. aes PS 45.6 


121 D 
122 | Cunningham Drug Stores, Inc............. 45.5 | C 
TeseeAusunsichols & Co. o.  Soek ho 43.4| W 
ROME BALKEr TOSS COMM. 5 ose cok ot ret ee sae 42.7| C 
125 | Moore-Handley Hardware Co.............. 42.3) W 
M260) Whitaker Paper Co..-72.,. 7. 5.02.5. <T0. 42.3) W 
Tei) Younker Brothers, Ine: . 45+... -<../. 0s: 41.7/ D 
128 | Bluefield Supply Co...................... 414) W 
a29°)- Genuine Parts Co.. 27... .. 60... 2. eee 413) W 
PaQstentE rug CO; . 02024 oe... 2.2m es dee 41.0) C 
aSimbest w Ca.nine.. 2.50. «nba ee Pent 40.1} D 
182 ; Grayson-Robinson Stores, Inc§............ 39.0} D 
PSSrrMiller= Wohl Col. .22.04.%262.0.... 65 cee 38.9} D 
184 | Sunrise Supermarkets Corp................ 88.8) F 
185.4) Julius Gartinekel & Co... 7... scan 38.8 | D 
186 | A. G. Spalding & Bros., Inc............... 38.4} C 
187 | Western Department Stores............... 877.15 D 
188 | Franklin Stores Corp............:...--+-+ 37.5 | D 
WSO. Neman-Marcus Co... 2.20. . 5. ss ee seers es 36.4| D 
140 | A. J. Bayless Markets, Inc................ 36.3} F 
Talat Me Castie &. Co; .-. aoecc - ste ee ss vs vas 36.2} W 
142 | Southwestern Drug Corp.................. 36.2; W 
148 | Peden Iron & Steel Co.................... 35.1] W 
144 | Kobacker Stores, Inc..................... $4.21) D 
EBM DICKIONC A TCI... 52h eites. cles view ele on bret 33.9 | C 
TAG MMMELOVINE CORD I its. 2 ats oir er. wo visa eee lees 33.9} D 
Ta7er Thalhimer Bros:,'Inc./3.. 2.250... 222.0 33.4} D 
148 | Mangel Stores Corp..........--..--.-+205 $3.2} D 
waGnr Diang Stores Corp... foe ec se he nes 33.0} D 
150 | White’s Auto Stores, Inc.................. $2.7) W 
151 | Hibbard, Spencer, Bartlett & Co........... 32.7) W 
152 | Century Food Markets..........-........ 82.5} F 
Ts5Sueolunekay Drug Co; 2. tenes. goo deen a nee $2.4} C 
154 | Richman Brothers Co................5+-+5 82.3 | D 
TSN Cal AOlOANIe’: co erat ns hat oe wm nae SPC 
156’| Mandel Bros., Inc.............0::+eeeeeee 31.5 | D 
157 | Associated Food Stores, Inc.............-. $0.8 | W 
158 | Sibley, Lindsay & Curr Co!............... 30.7 | D 
169 | Horn & Hardart Baking Co..............-- 80.5 < 


Howard Stores Corp..........-.-00seseeee 


1 Montgomery Ward acquired The Fair, July, 1957 

2 Federated Department Stores acquired Burdines (1955 rank: 123), July, 1956 

8 Associated Dry Goods acquired Sibley, Lindsay and Curr, September, 1957 

4 Broadway-Hale Stores acquired Dohrmann Commercial Co., (1955 rank: 155) 


October, 1956 5 Formerly Fitzsimmons Stores 
¢S, Klein Department Stores spun off from Grayson-Robinson Stores, May, 1956 
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$ Millions |fication*® 


1956 
Sales Classi- 
$ Millions | fication* 


161 | Arnold Constable Corp................-... 30.8 | D 
162) “Miller & Rhoads, Ine.5 2.00.52 55.4255 4e eee 30.3 | D 
J6SaIND. He Holmes: Comlitdis: =. a5. 25 eee aoe: 29.9 | D 
1643) Gray DrugiStores, Ine .4-0-- ae 29.3} C 
165a) Hot Shoppes, Ineswn ee. 22 es - 2 2 eee 29.21 C 
166 | Rose’s 5, 10 & 25c Stores, Inc.............. 28.4} C 
167 eT runz, Ine yess sence Steet aoe ee 27.9 | F 
168 | Sprouse-Reitz Co...................5---05 27.2) C 
169 | Reliable Stores Corp...................--. @7.1) C 
170 | Kay Jewelry Stores, Inc................... 27.0} C 
171 | Zion’s Cooperative Mercantile Inst......... 26.7 | D 
1725| Stouffer’ Corps. oo .ce- cere oe oe oe 26.4) C 
L785 eWel. Dunne: Co. 9 eee ane oor cms 26.4 | F 
1747) Webb's City, [ners «csstye racehorse oes 25.2} D 
175. | Blauner'sie occ. sce ck ce son ois Seer eke 25.1) D 
1965\ He& Ss Bogue Core nc..n sects a oe oe 24.9 | D 
177 | Crowley, Milner & Co..................-- 24.4 | D 
178"|"Bearingsr Ine. acts scotia cate tee ee 23.8 | W 
179 | New York Merchandise Co................ 23.7} W 
1804/Gilchrist‘Comea errr tet eee 23.0 D 
181.) Prophet Cos.qcet veoe ore oars Serum ae 22.7} C 
182 | Huttig Sash & Door Co................... 22.4) W 
198\)| Butler's,- Ines OG eens owteh tie. oes ee 22.4} C 
184°) JOB Pivey Si Cow. awe en acc oot sae 22.3} D 
185 | Syracuse Supply Co.................-555. 22.1| W 
186 | Di Kaltman 8 Co., Iness.acs...1e aes ee: 219] W 
187 | National Shirt Shops of Delaware, Inc....... 21.5} D 
188 ||) National’Shoesy ine. pega usher 2183) C 
189 | Davega Stores Corp...............------- g12} C 
190 | Consolidated Retail Stores, Inc............. 21.0} D 
191 | John Irving Shoe Corp................---- 21.0] C 
192 | Raphael Weill & Co..............-2.+++5> 20.3} D 
198 | Hartfield Stores, Inc........-....0-s-05+0% 19.8 | D 
194 | John R. Thompson Co...............-.55 19.5} C 
195 | Waldorf System, Inc..................5555 19.4] C 
106 | Penn Dairies, Inc... «2.0.06. 65000 se ech ens 19.3) W 
197 | Sterchi Bros. Stores, Inc..........-.-+-0+> 18.9 | C. 
198 | Fanny Farmer Candy Shops, Inc.........-. 18.8} F 
199)| Speare& Con a.lelec.ee msn « swe wie rei epee 18.4 A 


New. Process Gee. are cores wate cine ne ois eines 18.1 


1 Formerly United Cigar-Whelan Stores 
8 Barker Brothers acquired W. & J. Sloane, September, 1957 


* Classification is as follows—D: department and specialty stores; M: mail order; F: food 
store chains; C: chains other than food; W: wholesalers and jobbers 


Sources: Annual reports of the companies; “Moody’s Industrials” 


158 


column showing the percentage change in sales between sales between 1953 and 1956 compared with Lee, oe 
1953 and 1956 is presented. groups. Excluding Winn-Dixie Stores and ACF-Wrigley 
Food chains have enjoyed the greatest increase in Stores, the remaining twenty-seven firms had a 27% 


Department and Specialty Stores 


Dollar figures in thousands 


Total Total Income ivi Number Employ- 
1 t of ment 
as ean Wath ar haat Liabilities oa Taxes i Employees Costs? 
6 46,781 n.d. n.d. 
oe esau | asso [ure | snens | pre | uae”) foam etn | 16m 
Federated Department Stores, Inc.| 265,932 | 169,399 | 67,806 | 193,237 | 67,045 | 601,492 yee § 29, ae. Fees : 
May Department Stores Co...... 321,977 | 194,660 56,531 | 178,848 66,061 | 521,444 20,78 99.934 93.750 
(RagElee Vacy ec Come sete. one 190,818 97,230 47,926 | 111,569 52,484 | 398,261 7,634 notes Ne 
Gimbel Brothers, Inc........... 188,661 87,822 44,197 | 121,675 43,820 | 350,898 7,557 A a. 
GityeStoressC One raenaetrn te 135,919 68,293 37,292 | 106,098 32,574 | 272,119 5,722 iron PrRT | 
Associated Dry Goods Corp...... 109,428 70,496 | 32,156 77,941 | 23,367 | 223,736 8,797 3 pe 
Marshall Field & Co............ 154,429 98,230 32,610 89,532 26,199 | 211,004 7,537 n.a. ; 
Lerner Stores Corp............- 59,730 $2,424 19,145 35,380 14,368 | 170,653 2,551 $,500 1.0. 
Mercanti Oia 5 uence 75,931 42,885 24,795 46,136 17,653 | 148,773 4,027 2,402 7,000 n.G. 
Meee " Fe ae Soe 81,601 55,051 18,346 52,800 18,924 | 138,311 6,194 2,608 TA3T 31,064 
Broadway-Hale Stores, Inc....... 77,690 40,298 30,097 57,072 23,392 | 137,357 4,009 1,901 8,525 n.d. : 
Goldblatt Bros., Inc............ 44,644 26,721 17,160 $2,892 12,652 | 110,452 905 370 n.d. 24,21 
HechiCompme ng «co. emuid eee: 72,733 44,398 14,449 51,329 13,810 | 108,498 2,876 1,886 7,265 21,697 
Carson Pirie Scott & Co......... 47,360 21,058 14,161 25,353 12,526 97,192 1,173 323 n.d. n.d. 
Emporium Capwell Co.......... 73,988 41,381 12,530 37,228 12,572 91,147 4,202 2,186 5,008 16,513 
Bond(Stores, Incr. 445 4eee o: - 68,407 48,922 24,412 45,933 9,258 87,315 3,163 1,688 10,000 n.d. 
ches wn Ces Phere ohare: sicicieieus, as 38,731 25,445 8,669 30,094 7,586 78,693 2,555 1,097 3,000 1.a. 
S. Klein Department Stores, Inc.. 16,898 1,800 5,246 12,254 4,999 77,873 1,057 Pie 3,000 n.a. 
Davidson Bros., Inc............ 25,970 14,611 9,787 19,119 6,879 73,187 1,159 632 n.d. 1.0. 
Lane Bryant, Ine)... ..00..2-..0.6 26,186 15,984 8,722 19,870 8,002 68,187 2,019 923 n.d. 12,917 
Interstate Department Stores, Inc.| 26,122 14,998 11,508 18,977 5,824 67,185 1,324 788 3,059 10,026 
Josephvborne Co, sey $6,351 24,144 6,838 25,640 6,508 64,793 1,335 518 2,600 na. 
Stix, Baer & Fuller Co.......... $2,333 22,198 7,783 21,941 5,479 60,345 1,625 919 3,696 12,028 
Scruggs-Vandervoort-Barney, Inc.| 31,143 21,411 11,060 19,037 6,965 59,379 990 512 4,132 11,015 
Wieboldt Stores, Inc............ 18,243 14,961 7,887 12,583 3,161 55,985 601 383 n.d. 9,060 
Woodward & Lothrop.......... 30,918 18,302 8,045 17,394 5,703 54,875 1,974 661 4,647 12,400 
PLO LIM eien cria oe areceets 2,938,891 |1,742,683 | 853,688 |1,998,912 | 709,958 |6,236,794 | 186,327 !110,819 |201,203-216,303| 455,322 
1 Where data are available, include sales of leased departments 2 Consist of wages and salaries, plus benefits 
a Data not released by company n.a.—Not available 
Wholesalers and Jobbers 
Dollar figures in thousands 
Total Total Income Divi- Number | Employ- 
Company Total Net Inven- Current Current Salest After dends of Em- ment 
Assets Worth tories Assets Liabilities Taxes Paid ployees Costs? 
Anderson, Clayton & Co............. 454,784 | 179,214 | 167,182 $20,322 | 209,211 823,999 | 12,441 6,520 | 23,000 n.d. 
McKesson-Robbins, Inc.............. 197,645 94,872 | 108,040 175,026 70,113 578,813 | 10,475 4,826 8,855 | 44,899 
GraybarsBilectric:\Coya a enone 116,924 59,750 43,384 104,826 52,675 488,586 7,073 4,069 4,672 | 31,398 
Standard Oil Co. (Kentucky)......... 122,353 85,256 16,947 61,453 37,097 284,173 | 12,478 8,466 2,962 | 14,553 
Consolidated Foods Corps} seen 99,397 50,586 53,142 75,867 30,236 268,253 3,031 1,954 | 12,500 n.d. 
Western Auto Supply Co............. 85,640 56,638 41,658 77,967 15,002 210,288 5,471 2,790 6,953 | 23,948 
Pacific Gamble Robinson Co.......... 30,924 18,299 11,125 23,945 7,900 178,615 1,646 842 4,000 | 17,063 
American News Co... ......<.s4+0kaies 74,073 80,581 29,340 56,031 42,557 171,997 2,353 1,295 | 13,700 n.d. 
Super Valu Stores, Inc............... 12,208 6,464 6,801 8,860 4,333 132,359 888 347 1,373 5,534 
Southern States Cooperative, Inc... ... 53,782 | 26,230 10,277 31,948 4,619 127,134 | 5,521 hs 2,390 9,084 
ButlersBrothers#. ass 4s 555.2 0ce eee: 41,343 29,271 15,242 37,918 12,072 124,458 2,467 1,521 | 10,416 | 14,282 
Automatic Canteen Co. of America. ... 32,913 16,039 8,255 19.391 8,290 104,242 2,393 1,131 n.d. n.a. 
Marshall-Wells CON ei ay ae 46,162 88,406 21,015 36,829 7,164 104,045 1,565 726 n.d, n.d. 
lemingiCawen nantes fe ee 8,586 4,401 4,116 7,036 2,713 100,003 638 197 745 3,782 
Carpenter Paper Co................. 32,961 21,780 12,207 23,230 1,132 85,564 2,432 1,217 2,010 9,929 
Seeman Brothers, Inc................ 13,124 5,279 5,546 11,122 5,357 718,474 253 144 803 4,191 
Central Steel & Wire Co.............. 41,622 25,993 23,107 35,746 13,629 71,710 4,213 1,125 n.d. n.d. 
Van Waters & Rogers; Inc... .5)2 0.5 .. 18,993 11,081 8,087 15,253 6,110 63,731 1,414 298 1,126 6,003 
Brunswig DrugiCoy. catemincesc ne ore 19,436 | 12,397 9,780 15,873 5,115 60,877 | 1,263 520 | 1,066 n.d. 
Williamisis7iCom Inca een ee 15,350 8,464 5,388 11,828 5,186 56,835 2,017 623 552 n.d. 


ou loieiginnoara bmn Sean aden 1,518,220 


1 Where data are available, include sales of leased departments 
2 Consist of wages and salaries, plus benefits 
n.a.—Not available 


781,001 | 600,639 | 1,150,471 | 546,511 


4,114,156 


80,032 | 38,611 | 97,117 |184,666 
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FINANCIAL RATIOS 
Food Chains 


% 
pet ad Net Profits page Change 
Cocatany on Sales Sa} Tenth cts we Current eee ee ieee 
‘ tre ! 
(%) (%) (Times) (times). (Times) erties walla fn i 
1953 1956 1953 1956 1953 1956 1953 1953 1956 1953 1956 1956 
Great Atlantic & PacificTeaCo.| 08 | 09 | 101 | 11.6 | 85 | 82 | 27 
| 2{|i37 1/188 | 769| 746] na. 
Safeway Stores, et. 225.. a9 | 23 | 104 | 180 | se | Si ft 16 's | 129 | 193 | 1042] 883] 12.1 ia 
Kroger Con... ove ssn 12 1014) 120 | 931°]-38 | 58 | 24 '3 | 126 | 193 | 742] 820/113 | 41.0 
American Stores Co.....-.... ne | 1% 1 34} 103 | B-/| Ba | es 3 | 118 | 141 | 665] 689] na. | 29.2 
National Tea Co............. Ee bes) a | 184 1 BS b BA | 88 5 | 145 | 140 | 61.7] 683] 103 | $3.6 
ood Fair Stores, Inc....... 17 | 16 | 171 | 172 | 48 | 49 | @5 ‘1 | 162 | 168 | 77.7] 83.0] 108 | 56.6 
Winn-Dixie Storessines& Set.|) O82 2.1 Be 24.0 An 6.1 eit Q. A 14.3 59.8 7.6 : 
First National Stores, Inc.....| 1.5 | 16 | 132 | 118 | 57 | 53 | 16 | 17 | 187 | 172 | 1068] 930] 105 | 147 
Colonial Stores, Inc.......... 11 | 13 | 421159 | 54 | 56 | 26 | 23 | 196] 12.7 | 642] 662] 11.0 | 809 
Grand Union Co............. 12 | 18 | 124 | 42 | 53 | 47 | 21 | 15 | 188 | 140] 704] 989] 83 | 854 
oweluleny COs ee Aro eras 1.4 ley 9.9 13.9 4.2 4.3 Q 
ACF-Wrigley Stores, Inc...... Be 1.5 : 19.5 by 5.4 3 ‘ oa aa ie ee aoe ee ches 
Doiiwe GEL. 10 | 13 | 153 | 170 | 70 | 64 | 14 | 12 | 152 | 188 | 926] 1046] 124 | 45.1 
Red Owl Stores, Inc.......... 06 | 12 | 85 | 149 | 66 | 68 | 22 | 18 | 126] 145 | 603] 886] na. | 44.7 
Bohack (H. C.) Co........... 12 | 14 | 101} 109 | 46 | 45 | 28 | 34 | 196 | 144 | 632] 550/131 | 10.2 
Thriftimart, Inc..... 2.2.2... 12 | 18 | 1) us| 68 | 45 | 17 | 17 | 189 | 94 | 118.7| 855 | 9.9.) 1784 
Penn Fruit Co............... 14 | 15 | 94 | 102 | 47 | 44 | 26 | 25 | 154 | 153 | 82.7| 69.1| 12.0 | 744 
Stop & Shop, Inc............ 10 | 14 | 92 | 148 | 37 | 30 | 21 | 17 | 141 | 140 | 81.7] 1012] 94 | 54.6 
Lucky Stores, Inc............ 15 | 18 | 1181178 | 44 | 49 | 1.7 | 20 | 13.1 | 154 | 100.2] 1009] 49 | 186.3 
J. Weingarten, Inc........... 12 | 13 | 931105 | 41 | 49 | 38 | 28 | 194 | 147 | 606] 63.2] 12.3 | 48.1 
Purity Stores, Ltd........... tsa 06-25 |) 80ubo os 16.1%... | 169 Ia: | 1188 one Jae 
Thorofare Markets, Inc....... 10 | 17 | 134 | 9 | 78 | 66 | 1.7 | 21 | 254 | 23.1 | 1861] 1065 | na. | 93.8 
Fisher Brothers Co........... 13 | 18 | 126 | 105 | 55 | 52 | 23 | 25 | 163 | 134 | 73.5 | 64.4 | 12.9 1h 
Mayfair Markets... ......... o5 | o9 | 52 | 84] 46 | 45 | 13 | 11 | 123 | 13.9 | 1248] 1994| na. | 87.8 
Market Basket (Calif.)....... 12 | 15 | 1411154] 55 | 53 | 16 | 19 | 139 | 12.6 | 1058] 820] 12.7 | 52.5 
Shopping Bag Food Stores....| 11 | 14 | 147 | 151 | 49 | 42 | 14 | 18 | 145 | 18.2 | 144.2 | 180.5 | 12.7 | 49.9 
Cook Coffee Co............-. 17 | 21 | 155 | 173 | 41 | 46 | 27 | 23 | 105 | 13.5 | 68.7 | 83.0] na. | 88.4 
Big Bear Stores Co........... 13 | 15 | 192 | 901 | 70 | 63 | 18 | 19 | 15.7 | 191 | 922] 89.2] na. | 58.0 
Daitch Crystal Dairies, Inc....| 10° | 0.9 | 8.7 | 104 | 47 | 56 | 21 | 21 | 188 | 186 | 848] 85.7] na. | 188.8 
Totslaet | 008... 555.. 10 | 12 | ns 1/133! 62 | 59 | 20 | 20 | 152 | 153 | 8151 80.71 109 | 971a 


n.a.~-Not available a—Excludes sales of Winn-Dixie Stores and ACF—Wrigley Stores for 1956 


Chains Other Than Food 


Current Gus 
Net Profits Net Profits Sales to Current Assets Sales to Liabilities Payroll in 

on Sales on Total Assets to Current Inventories ° to Sales 

Company Net Worth Liabilities Inventories Sales 1953- 

(%) (%) (Times) (Times) (Times) (%) (%) 1956 

1953 1956 1953 1956 1953 1956 1953 1956 1953 1956 1953 1956 1956 

F. W. Woolworth Co.........| 4.2 4.3 9.4} 10.2 iff 1.6 3.6 2.7 6.6 5.8 45.4 50.9 n.d. 12.9 
Vic GA Stein Os Sear ene ae AY 2.3 9.4 8.6 2.4 2.7 23 OT 7.6 6.2 82.9 54.9 | 18.7 27.1 
Bros kresge Co. f.05.. 66 Se. - 3.9 3.9 7.6 7.5 1.5 1.5 2.8 2.9 Ye 6.8 74.2 66.4 | 18.3 8.6 
Walgreen Coy.> n>. i.ce-- 1.6 1.9 10.0 | 12.3 3.9 4.2 2.2 9:9 Tell 8.9 60.7 64.1 | 21.5 16.9 
GaG, Murphy Co.-.s-), 222. 4.3 4.3 11.6 | 12.4 | 24 3.0 3.2 7.6 4.0 76.2 52.0 | 19.7 9.4 
Jed Newberry Co...). » & ae. 3.3 2.6 9.6 8.0 1.9 1.9 2.9 3.3 5.7 5.2 53.2 49.8 | 20.1 18.9 
Salt. Kress &-C0:.... c. os 5+ 5.2 4.9 9.5 8.1 1.5 1.4 2.8 A f 5.5 5.6 63.2 58.8 | 20.6 —3.1 
Melville Shoe Corp........... 5.3 4.8 17.8 | 17.6 2.5 2.6 2.9 2.9 8.6 6.8 91.5 67.6 | 29.7 15.8 
McCrory Stores Corp......... $.5 3.0 9.3 8.2 2.1 2.0 a1 2.3 6.9 6.3 75.6 65.4 | 19.8 7.9 
Hs Wa, Green C6... cen s,edene sass 3.4 Sell 9.2 8.1 2.2 Hed 3.3 3.8 6.4 6.3 46.6 40.2 | 18.8 3.5 
Shoe Corp. of America....... 2.8 2.9 12.5 | 14.1 2.4 2.3 2.4 2.7 5.0 4.7 55.0 | 51.6 | na 45.3 
Gamble-Skogmo, Inc......... 1.9 4.1 6.4 9.6 2.2 1.7 4.0 4.2 3.9 4.3 $3.3 45.0 n.a. |—22.2 
Edison Brothers Stores, Inc....} 2.8 2.9 10.1 | 10.5 23 2.2 4.0 3.7 74 6.3 53.1 | 48.6 | 18.6 11.6 
Thrifty Drug Stores Co., Inc...| 1.5 2.1 8.4] 13.3 3.5 3.1 2.5 2.3 5.3 5.0 | 48.1 | 60.7 | na 23.8 
Neisner Brothers, Inc......... 2.1 1.3 Ta. 5.2 2.8 2.5 2.3 3.0 7.3 5.6 61.6 | 44.9 n.a 3.6 
Peoples Drug Stores, Inc...... 2.8 2.5 10.7 9.7 2.8 2.6 2.6 2.2 5. 5.3 61.3 | 65.9 | 25.8 13.5 
McLellan Stores Co.......... Soe 2.4 10.5 ok, 2.5 23 9.5 2.4 5.4 5.0 52.9 48.7 | 19.4 2.0 
Hotel Corp. of America....... —3.2 38.1 |—20.8 | 21.1 2.8 Ls 0.9 1.0 40.5 15.0 | 401.1 | 256.2 n.d 161.1 
A. S. Beck Shoe Corp......... 2.0 1.9 9.3 9.3 2.6 24 2.4 2.4 3.8 3.6 49.3 50.9 n.a. 14.4 
Wotalerec cee eae fet thea 3.4 3.4 9.4 9.6 2.0 1.9 2.9 2.8 6.5 6.0 59.0 56.0 20.3 13.0 


n.a.—Not available 
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FINANCIAL RATIOS 
Department and Specialty Stores 


i Labia : P II peg 
les to 1, les 'ayTO. 
ae salen a ee Toubkes OT Ceara Tabet to) ae — 
Company Net Worth . Liabilities : Inventories a - ee 
(%) (%) (Times) (Times) (Times) (%) % 
1953 1956 1953 1956 1953 1956 19538 1956 1953 1956 1953 1956 1956 Sous 
JaGs Penney Co... ees 3.5 3.6 17.8 18.3 3.1 3.2 2,2 2.3 7.8 7.2 $9.6 | 79.4] na 16.4 
Allied Store Corpses iy. 2.3 2.3 8.6 8.2 2.3 2.2 3.5 3.5 TA 6.5 71.8 62.7 | 16.9 19.4 
a. n tores, 
a ake ay ee 2.9 3.9 10.5 13.9 2.8 2.3 2.9 2.9 9.7 8.9 97.3 93.9 na 25.6 
May Department Stores Co....| 3.6 4.0 9.5 10.7 1.7 1.6 3.1 2.7 8.9 9.2 104 5 | 116.9 n.d e 
ReHeyMacy & Cossco.cons.0s 1.6 1.9 5.3 7.9 2.1 Vi 2.6 v1 9.5 8.3 102.1 | 109.5 | 23.5 1 
Gimbel Brothers, Inc......... 1.8 eS 6.6 8.6 1.9 1.9 2.9 2.8 9.6 79 102.3 $9.1 n.d. 22.5 
CityiStores Cov) osc. hes os 2.1 2.1 8.1 8.4 2.0 2.0 8.5 3.3 8.0 7.3 86.1 87.3 n.d. 16.7 
Associated Dry Goods Corp....} 3.1 3.9 8.7 12.5 2.0 2.0 3.0 $8 8.9 7.0 92.9 72.7 | 20.2 36.4 
Marshall Field & Co......... 2.8 3.6 7.0 Wd 1.5 1.4 3.8 3.4 8.8 6.5 95.1 80.3 | 24.5 —3.2 
Lerner Stores Corp........... 1.7 1.5 8.4 7.9 2.6 2.9 2.8 2.5 | 10.1 8.9 83.6 | 75.0} 12.4. 15.5 
Mercantile Stores Co.........| 2.7 2.7 9.4 9.4 2.2 2.0 3.0 2.6 5.7 6.0 CLAUGTIZAS 2G: 1S 
Bullockissine. sy aesce ee 3.2 4.5 8.0 11.8 1.6 alee 8.0 2.8 6.9 7.5 88.2 | 103.2 | 22.5 16.5 
Broadway-Hale Stores, Inc.....} 1.8 2.9 6.4 9.9 2.2 1.8 3.3 2.4 6.1 4.6 65.6 77.7 | -n.a. 33.4 
Goldblatt Bros., Inc.......... 0.9 0.8 3.4 3.4 2.6 2.5 24 2.6 6.6 6.4 66.4 73.7 | 219 10.5 
HechtiGo me shee vesoteas 2.6 2.7 6.2 6.5 1.5 1.5 83.4 $.7 7.6 7.6 306.7 95.6 | 20.0 10.2 
Carson Pirie Scott & Co....... 1.0 1.2 4.4 5.6 2.6 2.1 2.7 2.0 7.5 6.9 75.2 88.5 | n.a. 26.4 
Emporium Capwell Co........ 4.3 4.6 9.0 | 10.2 1.6 12 3.8 3.0 6.8 7.3 69.4 | 100.3 | 18.1 24.8 
Bond Stores, Inc............. 3.6 3.6 6.7 6.5 1.3 1.3 4.5 5.0 4.0 3.6 45.9 | 37.9 | n.a. 1.8 
Rich sy incsteue st chokes 3.2 3.2 9.5 | 10.0 2.0 2.0 8.7 4.0 9.6 9.1 95.4 | 87.5} n.a. 39.1 
S. Klein Department Stores, Inc. 1.4 a 58.7 AD 4.6 are 2.5 ote 14.8 : 95.3 | n.a, 
Davidson Bros., Inc.......... 2.3 1.6 11.0 7.9 2.3 2.8 2.6 2.8 6.4 7.5 81.7 | 70.8) na 19.5 
Lane Bryant, Inc............ 2.3 8.0 10.6 12.6 2.9 2.6 2.2 2.5 8.9 7.8 101.5 91.7 | 18.9 10.2 
Interstate Department Stores, 

1VeR G onts Gunn ee Se eee 2.0 Ue 8.8 2.8 2.6 3.4 3.8 6.3 5.8 47.5 | 60.6 | 14.9 5.2 
Joseph Horne Co............ 18 2.1 4.7 5.5 a 1.8 5.0 $.9 9.1 9.5 69.8 95.2 n.d. 8.3 
Stix, Baer & Fuller Co........ 8.0 2.7 V1 7.3 1.8 19 44 4.0 7.8 7.8 67.1 | 70.4 | 19.9 23.7 
Scruggs-Vandervoort-Barney, 

IC 5, COCR Os oa EES an 2.1 1.7 6.0 4.6 1.9 1.9 2.6 2.7 5.4 5.4 69.9 | 63.0 | 18.6 2.1 
Wieboldt Stores, Inc......... 1.4 1.1 6.1 4.0 3.2 3.1 8.4 4.0 7.6 = (ai | 50.5 | 40.1 | 16.2 —6.7 
Woodward & Lothrop........ 1.9 3.6 6.6 | 10.8 late 1.8 2: 3.0 6.2 6.8 774 | 70.9 | 22.6 15.5 

FLOtAl eee. ccna 2.7 8.0 9.4 | 10.7 2.2 2.1 2.9 2.8 7.9 7.3 87.2 | 83.2 | 20.1 17.48 


n.a,—Not available 


a—Excludes sales of S. Klein Department Stores for 1956 


Mail-order Companies 


Net Profits C it Assets Linbiine A! Hi ms “in 
et Pro’ n t I 
Company Sal on Total Assets 3 Caen Zz to ie gon ee 
Net Worth Liabilities Inventories Sales 1953- 
eee ie ar We rel Sill {%) (%) 1956 
1958 1956 1956 
Sears, Roebuck & Co......... 76.2) 7041] na. 19.2 
Montgomery Ward.......... 42.1 | 84.2 | 17.0 4.7 
Spiegel flnerrtiss.: eects. us 315.5 | 520.5 | na. | —38.1 
Aldens*Inceerei i sao 186.6 | 121.1 | 12.6 10.7 


n.a.—Not available 


gain in their over-all sales. The three most prominent 
increases were made by Lucky Stores, jumping 186%, 
Daitch Crystal Dairies, 184% and Thriftimart (formerly 
Fitzsimmons Stores), 178%. Purity Stores and Fisher 
Brothers gained the least, 7% each. 

Together with the sales increases, the food firms also 
increased their net return on sales from 1.0% in 1953 to 
1.2% in 1956. Twenty of the companies reported in- 
creases in their profit-sales ratios, four showed a decline 


70.7 | 65.7 


and three remained approximately the same. The 1956 
rate of return ranged from 0.9% for A & P, Mayfair 
Markets, and Daitch Crystal Dairies to 2.1%, a high 
return in the food line, for Winn-Dixie and Cook Coffee. 
Similarly, the return on net worth between the two 
years also rose for most of the concerns. The over-all 
figure shows a return of 11.3% in 1953 rising to 13.3% in 
1956. Once again, Winn-Dixie enjoyed the highest ratio 
(24%), followed closely by Thorofare Markets. 
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FINANCIAL RATIOS 
Wholesalers and Jobbers 


Current h 
Net Profits Net Profits Sales to urre iabiliti eee 
stele on Sales on Total Assets ; to. Cieine : Loe oe tthe nie 
pany Net Worth 3 Liabilities Inventories Sales 1953- 
(%) (%) (Times) (Times) (Times) (%) (%) 1956 
1953 1956 19538 1956 1953 1956 1953 1956 1953 1956 1953 1956 1956 
Anderson, Clayton & Co......} 1.3 1.5 6.5 6.9 2.0 1.8 1.5 1.5 6.0 4.9 | 180.7 | 125.1 | na 3 
McKesson & Robbins, Ine ioe Les 1.8 8.7 | 11.0 2.8 2.9 2.9 2.5 49 5.4 64.5 | 649] 7.8 cas 
Graybar Electric Co=tne..s..| 40.8 14 5.9 11.8 4.4 4.2 2.5 2.0 13.0 11.3 | 109.5 | 121.4 6.4 27.1 
. Standard Oil Co. (Kentucky). tie 4.2 4.4 14.4 14.6 2.3 2.3 1.6 YE 15.6 16.8 | 218.6 | 218.9 5.1 13.9 
Consolidated Foods Corpse (o> 14 1.1 73 6.0 2.7 2.7 2.5 2.5 5.3 5.0 59.9 56.9 | na 26.3 
Western Auto Supply Co... ... 2.6 2.6 10.1 9.7 2.6 2.5 6.1 5.2 5.6 5.0 38.3 | 36.0 | 11.4 18.0 
Pacific Gamble Robinson Co...| 0.8 0.9 8.4 9.0 6.5 5.8 3.5 3.0 16.3 16.1 59.4} 71.0] 9.6 10.9 
American News Co........... , O4 14 2.5 ey. 2.7 2.3 1.4 1.3 8.5 5.9 | 169.5 | 145.0] na. |—10.5 
Super Valu Stores, Inc........ 0.5 0.7 9.1 13.7 9.0 10.8 1.8 2.0 14.3 19.5 73.1 63.7 4.2 74.0 
Southern States Cooperative, 
nce pete te’ Peete) co 8 4.3 23.0 21.0 2.7 2.4 4.5 6.9 13.4 12.4 54.2 44.9 7.1 31.8 
Butler Brothers............. 1.0 2.0 3.0 8.4 2.5 3.0 4. 3 6.5 : i _ 
Automatic Canteen Co. of : ‘ le ag gos a 
CPICE hah sles Se do Seca 1.6 23 11.7 14.9 3.8 8.2 1.3 
Marshall-Wells Co........... 2.1 1.5 5.5 4.1 2.2 2.3 5.6 
Mioming Wo. yes . eee. 0.5 0.6 9.7 14.5 9.5 11.6 2.8 
Carpenter Paper Co.......... 2.2 2.8 8.0 | 11.2 2:3 2.6 8.5 
Seeman Brothers, Inc......... 1.3 0.3 6.8 4.8 2.6 6.0 2.6 
Central Steel & Wire Co...... 4.3 5.9 11.9 16.2 1.6 1e7, 2.2 
Van Waters & Rogers, Inc.....| 1.5 2.2 9.3 | 12.8 3.3 3.4 3.2 
Brunswig Drug Go, $4726, 35.54): 1.4 2.1 6.5 10.2 2.9 3.1 Sue 
Witllramy Bo Corl 36. hi... a0.05 23 3.5 17.9 23.8 4.1 Sil 1.9 
MPAA Chaaweis See 6 29 a7 27 2.2 


n.a.—Not available 


The food chain turnover is reflected in the ratio of 
sales to inventories, which rose slightly from 15.2 times 
to 15.3, with most of the companies ranging between 13 
and 19. This ratio does not reflect the actual physical 
turnover which would be determined by dividing the 
cost of goods sold by the inventory. 

Food establishments also report higher sales to total 
asset ratios than other types of outlets—a rough meas- 
ure of the extent to which the total assets of a business 
are “producing” in terms of sales. 

The ratio of current assets to current liabilities, also 
referred to as the “current ratio” or “working capital 
ratio,” appears to be generally lower for food sellers than 
for others. 

Mail-order houses enjoy the highest rate of return on 
sales in the over-all trade group, having increased this 
ratio from 3.8% in 1953 to 4.3% in 1956. Total sales of 
the four firms rose 15% during the four-year period, 
despite a decline suffered by one of them. Sears, Roe- 
buck stood out among the mail-order houses with a 
19% boost in sales, a return of nearly 15% on net worth 
and a 4.6% profit on sales in 1956, the latter figure one 
of the highest for any type of company shown. 

Twenty-five of the twenty-seven department and 
specialty stores included in the top hundred firms re- 
vealed sales increases between 1953 and 1956 resulting 
in a total rise of 17%. Three of the companies—Rich’s, 
Associated Dry Goods, and Broadway-Hale—increased 
their sales between 30% and 40%. The two concerns that 
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did not share in the sales gain were Marshall Field and 
Wieboldt Stores. Led by Emporium Capwell, Bullock’s 
and May Department Stores, each reaping a return of 
over 4% on their sales, the department store group in- 
creased its average return from 2.7% to 3.0% between 
1953 and 1956. The ratio of net profits on net worth also 
rose from 9.4% to 10.7%. Inventory turnover, however, 
declined from 7.9 to 7.3 times, with S. Klein the only 
store having a turnover greater than 10 (14.8) in 1956. 

The category of “chain stores other than food” did 
not fare so well as the other trade company groups. 
Their average sales increase of 13% was the lowest, al- 
though seventeen of the nineteen companies gained dur- 
ing the period. Despite the fact that the average return 
on sales remained at 3.4%, only seven of the concerns 
improved upon their 1953 performance, ten were worse 
off, and two remained the same. Net profits on net 
worth increased slightly for the group as a whole, but 
the ratios of sales to total assets and of sales to inven- 
tories showed slight declines. 

The fifth group, consisting of wholesalers and jobbers, 
showed a 20% sales rise, the second highest recorded. 
The group contains a variety of wholesalers ranging 
from those selling food and drugs to those selling petro- 
leum products, auto supplies and electrical equipment. 
Average net profit on sales rose from 1.6% to 1.9%, and 
the return on net worth increased from 8.3% to 10.2%. 

Hersert J. WEINBERGER 
Division of Consumer Economics 


ARE STATE RESERVES FOR JOBLESS PAY ADEQUATE? 


began the year 1958 with combined reserves of 
$8.7 billion. This total represents 7.6% of taxable 
wages—enough to pay 5.4 times the average annual cost 
rate of 1.4% experienced during the preceding five-year 
period. It is also 3.3 times the 2.3% of taxable wages 


Shes UNEMPLOYMENT insurance systems 


Income and Outgo 


and How the Reserve Funds Have Grown 

Billions of Dollars 
$9 
PLOTTED AT END OF YEAR 


RESERVE FUNDS 
AVAILABLE 


0.8 


EXCESS OF INCOME 
OVER BENEFITS 


0.6 


-0.04 
EXCESS OF BENEFITS 
OVER INCOME 4 

-0.7 


TAX 
COLLECTIONS 


BENEFIT 
PAYMENTS 


1948 ‘49 '50 ‘5| (S25 5/53 (S495/55) “56 ‘57 
“Income includes tax collections plus interest, and, in 1956 and 1957,,refunds to the states 
under the Employment Security Financing Act 
Source: Bureau of Employment Security 


paid out in benefits during 1949, the highest cost year on 
record for the country as a whele. 

These aggregates and averages have little significance 
for the individual states, because the only funds avail- 
able for their insured unemployed are the reserves 
credited to their particular account in the Federal Un- 
employment Insurance Trust Fund. Some state re- 
serves are much stronger than the United States figures 
suggest. For instance, at the beginning of the year, 
Arizona, Colorado, District of Columbia, Iowa, Louisi- 
ana, Montana, New Mexico, South Dakota and Texas 
had sufficient unemployment funds to meet their 1953 
to 1957 average annual cost rate for the next decade or 
longer. Among systems that are in a more tenuous posi- 
tion, reserves fell short of measuring three times the 
preceding five-year average annual cost rate in Alaska, 
Michigan, Oregon, Pennsylvania, Rhode Island, and 
Tennessee. 


DETERMINING FUND ADEQUACY 


Although the state unemployment compensation pro- 
grams have been in operation for more than two dec- 
ades, no precise yardsticks have been developed for 
determining the level at which reserves should be main- 
tained. This does not mean that the question of finding 
a range within which a fund is neither overfinanced nor 
in danger of insolvency has been overlooked.! Criteria of 
fund adequacy are difficult to agree upon, however, 
since they involve past experience, changing legislative 
provisions, and forecasts of future economic develop- 
ments—all of which vary from state to state. 

Without any general objective criteria, the best that 


can be done to make the data more meaningful to to- 


day’s needs is to relate the funds available to recent cost 
experience. This measure--the number of years reserves 
could pay the 1953 to 1957 average annual benefit rate— 
is shown for each of the states in column 4 of the table. 


NOW AND FIVE YEARS AGO 


While the dollar aggregate of total reserves was grow- 
ing from $8.3 billion to $8.7 billion over the past five 
years, the proportion of taxable wages that these re- 
serves represented declined from 8.8% to 7.6% because 
taxable wages increased more sharply. Similar trends 

A majority of states conducted long-range financing studies with 
the assistance of the actuarial staff of the Federal Bureau of Employ- 
ment Security in the early Fifties. A description of the data developed 


in such studies is contained in the article, “New Directions in Un- 
employment Insurance Financing,” The Business Record, July, 1952 
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are observable in almost all of the states, some of which, 
as a result of financing studies, purposely utilized a por- 
tion of their reserves to pay for current benefits. 

The nationwide reserve ratio at the end of 1952 was 
6.3 times the 1948 to 1952 average annual cost rate in 
contrast to the 5.4 multiple of 1953 to 1957 average 
costs that reserves represented in December, 1957. This 
measure increased significantly over the five-year period 
in California, Connecticut, Louisiana, Massachusetts, 
New Hampshire, New York and Rhode Island. The im- 
provement in Massachusetts and New Hampshire was 
sufficient to remove them from the group of four states 
whose reserves were less than three times recent average 
costs at the end of 1952. Rhode Island has remained in 
this lowest group, however, and so has Alaska, whose 
situation appears to go from bad to worse. By the end of 
1957, Michigan, Oregon, Pennsylvania, and Tennessee 
had joined this group. 


WHAT IF STATE RESERVES RUN OUT2 


Of the fifty-one unemployment insurance systems, 
Alaska has the only fund ever to be faced with bank- 
ruptcy. In March, 1955, the Alaska employment secur- 
ity agency found it necessary to suspend payment of 
benefits to eligible claimants for a short time. Payments 
were resumed with the help of moneys advanced to the 
unemployment reserve from Territorial revenues. Alaska 
could not at that time take advantage of the federal 
loan fund for depleted reserves that had been estab- 
lished in 1954. 

Shortly afterwards, Congress amended the Organic 
Act so that Alaska could make such loans and in July, 
1955, it borrowed $3 million. This was repaid on Decem- 
ber 28, 1956, but a week later Alaska again borrowed 
from the federal account, this time $2,630,000. Since its 
benefit costs exceeded contributions during 1957, the 
$1,550,000 remaining in the fund at the end of the year 
was all attributable to the loan. Another loan is likely. 

Alaska has been unable to rebuild unemployment 
insurance reserves, even though its employers have 
been paying contributions at the maximum 2.7% rate 
for the past eight years. The tax base was raised to 
$3,600 in January, 1955, and to $4,200 in January, 1957; 
and employee contributions of .5% have been payable 
since the calendar year 1955. 

This is an extreme case, of course, and one affecting 
a small proportion of all insured workers, but the steps 
taken exemplify the various courses open to states head- 
ing into financial difficulties. 


THE FEDERAL LOAN FUND 


The Administrative Financing Act, passed in August, 
1954, provides for the establishment of a $200-million 
loan fund for noninterest-bearing loans to states with 
depleted unemployment insurance reserves. Beginning 
with the fiscal year 1954, proceeds of the 0.3% federal 
- unemployment tax have been earmarked for the unem- 
ployment insurance program by the automatic appro- 
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Key Unemployment Insurance Financing Measures 


(1) (2) (8) (4) 


Reserve 

Average Average Ratio. 
Jurisdiction Annual Annual | Reserves, | Bnd of 1957 
Costs, Taxes, End of imes 

1953-57 | 1953-57 1957 Average 

Cost Rate 

1953-57 

~<—Percentage of Taxable Wages—> | (col. 3/col. 1) 

United States.......... 1.4 1.2 7.6 5.4 
Miabamawe esse 1.2 1.0 6.4 5.3 
Alaska Ss eee? et 4.7 2.7 1.08 2 
ATIZOna, ine oe SON: 8 13 10.5 13.1 
Arkansas, 4.2 4620s, os 1.4 1.2 Ran 5.5 
California seen 1.2 1.4 8.9 74 
Coloradoss.senenoee 5 A 8.8 17.6 
Connecticut......... 1.2 1.2 10.9 9.1 
Delaware........... 8 6 3.6 4.5 
District of Columbia. . aff 6 9.6 1337) 
Blorida seer eaten ct 7. a7 45 6.4 
Georgia: fee 1.2 1.2 8.4 7.0 
Hawail en tee oe 1.2 9 8.4 7.0 
Vdahopine ty... eis 1.7 1.6 12.3 2 
TilinGism tae eee eee 11 9 6.2 5.6 
ania: eee. eee 1.2 9 6.5 5.4 
OW ce ruche kent de 7 5 9.8 14.0 
IR ansas'. 8 o. waeisuccatiok 1.1 11 8.8 8.0 
IGOMENGSfo.o.cdas bead 2.5 1.8 10.0 4.0 
Louisianase ee eee 1.0 1.3 10.0 10.0 
Maines etc ccne ise 1.6 8.6 5.1 
Maryland Sener 1.2 9 6.2 5.2 
Massachusetts....... 1.5 2.0 Ctl 5.1 
Michiganeer ce eee 1.9 14 5.0 2.6 
Minnesota.......... 1.3 9 6.3 4.8 
Mississippi.......... 1.8 1.3 6.0 3.3 
Massourt 2... ses sas 1.0 8 8.6 8.6 
Montanas.- pastes 1.3 1.3 13.4 10.3 
Nebraska, )2 294.50 9 7 7.2 8.0 
Nevada a. seo. ee 1.6 1.9 8.5 5.3 
New Hampshire...... ire 1.7 6.5 3.8 
New Jersey......... 2.3 1.6 9.6 4.2 
New Mexico......... 1.0 1.2 10.3 10.3 
News York: ane nein. 1.7 1.7 9.4 5.5 
North Carolina...... 1.5 13 8.7 5.8 
North Dakota....... 1.9 1.5 6.3 3.3 
Obio wet ee eee 1.0 arf 8.1 8.1 
Oklahoma eae 1.1 9 5.4 49 
Orégon= ee 2.1 1.8 3.5 1.7 
Pennsylvania........ 2.2 1.5 3.9 1.8 
Rhode Island........ 2.6 2.7 4.5 1.7 
South Carolina....... 1.3 1.2 ei 5.9 
South Dakota....... 8 a 8.2 10.3 
Tennessee........... 2.0 1.6 5.6 2.8 
OXASG. uapsadin, >. yee eusts 5 5 6.3 12.6 
Wtahtenc ho ee 1.1 1.1 8.9 8.1 
Vermont’: foo. ee 1.4 1.2 8.7 6.2 
Var giniaciee a citreiycel ath 5 5.3 7.6 
Washington......... Q1 2.0 11.4 5.4 
West Virginia........ 1.8 1.0 6.2 3.4 
Wisconsin as ceeemce 1.2 1.0 10.8 9.0 
Wyoming Secrest 2 1.0 9.7 8.1 


® The 1.0% reserve ratio in Alaska represents some $1.6 million left at the end of the 
year from a loan of $2.6 million which Alaska borrowed from the Federal Unemploy- 
ment Account at the beginning of the year 

Note: Costs are annual benefits paid out; taxes are annual employer contributions; 
and reserves represent funds available for benefits. Each measure is expressed as @ per 
cent of taxable wages, which in most states is the first $3,000 paid to workers in 
covered employment during the year 


Sources: Bureau of Employment Security; Taz ConrerENcE Boarp 


priation to the Federal Unemployment Trust Fund of 
the annual excess of tax collections over administrative 
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costs. All ofthe excess in 1954, and 1955, and part of it 
in 1956, was used to build up the federal unemployment 
account in the Trust Fund (from which the loans are 
advanced) to the $200-million level. Interest earnings 
brought it to $205.5 million at the end of the fiscal 
year 1957. 

A state is eligible for a loan when its reserve fund 
contains less than was spent for benefits in the most 
recent four calendar quarters. Heavy benefit payments 
and reduced contributions to income may combine to 
make one or two systems other than Alaska’s eligible for 
a federal loan at the end of the first calendar quarter of 
1958. In Oregon, Pennsylvania and Rhode Island, for 
example, reserves at the end of 1957 were less than twice 
the amount paid out in benefits during the preceding 
four quarters. And benefits have been continuing high 
in these three states so far this year. 

The state has the four-year period following the re- 
ceipt of the loan to repay it either out of other state 
moneys or out of a rebuilt reserve fund. If by the end of 
this four-year period the state fails to liquidate the loan, 
the 90% credit that is allowed the employers of the state 
against the federal 3% tax is progressively reduced, and 
the additional funds collected are used to pay off the 
loan. 

OTHER MEASURES 


The other measures taken by Alaska to rebuild re- 
serves—i.e., charging all employers the maximum con- 
tribution rate, increasing the tax base, and levying a 
contribution on employees—are all available to any 
state in difficulty. None of them is attractive, however, 
especially during a recession when countercyclical policy 
would call for an easing of the tax burden. 


Mrreiam Civic 
Division of Economic Studies 


Canada on Trade Blocs 
(Continued from page 144) 


for its manufacturing industries. For the United States, 
according to the findings of the Paley Report, may 
expect to become a deficit area for many essential com- 
modities, including the base metals for which protection 
is presently being considered. 

Canada, which has only recently progressed from a 
“have-not” to a “have”’ nation in respect to two basic 
essentials, iron and petroleum, is presently developing 
vast reserves of many strategic basic commodities, a 
large proportion of them with the assistance of United 
States capital. These presumably will provide a logical 
supply for United States industry and may well provide 
a bargaining tool through which more generous access to 
United States markets may be secured for specified 
Canadian goods. Should the new Europe have suc- 
ceeded, meanwhile, in approaching the productive ca- 


pacity and competitive conditions of the United States, 
the position of Canada as a quantity producer of essential 
raw materials gives interesting grounds for speculation. 


THE OUTLOOK 


To summarize, Canada is watching world events with 
intense interest and a certain wariness. The United 
States is still her best trade prospect. Unable at this 
time to take the United Kingdom’s way to the Common 
Market, Canadians are nevertheless anxious to retain 
and expand their trade with the Six and/or the Seven- 
teen. Canadian prospects in the Commonwealth and 
Latin America, and indeed almost everywhere in the 
world, are matters of interested inquiry and concern. 

Much will depend on the extent to which the large 
economic units such as the United States and the new 
Europe may encourage the removal of restrictions. If 
they act as blocs for increased efficiency of production 
and increased multilateral trade, a new expansive era 
may be at hand. If the trend is toward restriction and 
increased trade barriers the larger units may set up 
effective blocks to international commerce, and the 
world may embark on a new and giddy round of tariff 
walls and retaliatory action. 

The actual result will probably lie somewhere in- 
between, with no country daring to flout the GATT 
principles entirely, but with most taking advantage of 
loopholes, waivers and other evasive action to build up 
more extensive systems of protection. If such is the 
case, Canadians can continue to be reasonably optimis- 
tic about the export future for most raw and semi- 
processed industrial materials. 

In so far as exports of highly finished goods are con- 
cerned, the countries of the Commonwealth other than 
the United Kingdom would seem tc offer the best short- 
run prospects, but even here conditions are likely to 
grow increasingly competitive and encumbered in the 
wake of bilateral agreements and exchange and other 
restrictions. 

The expanding domestic market offers by far the best 
opportunity to the Canadian manufacturer, and in order 
to safeguard it against the highly competitive products 
of mass-production industrial enterprise in Europe, 
Asia and the United States, he will probably continue to 
press for a measure of protection, particularly in periods 
of contraction. The raising of tariff barriers in other 
countries will undoubtedly raise heated demands for 
retaliatory action in this country, just as it did in 1930. 

On the other hand, should the world attitude change 
and once again move in the direction of freer trade and 
the removal of trade barriers, Canada will probably 
move in that direction too. After all, as previously 
pointed out, Canadian tariff policy over its ninety-year 
life has demonstrated an amazing capacity for adjusting 
to the exigencies of the moment. 


BarBarRA HENNEBERRY 
Canadian Office 
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Repor? on the Recession: 


(See summary of executive opinion on page 131) 


Prospects by Industry and Company 


METAL INDUSTRIES 


Blast Furnaces and Steel Mills 


For the most part, the seven participating iron and steel 
companies indicate that business in January, 1958, was off 
considerably from January, 1957, levels. Although one of the 
participants posted a “19.4%” gain in new orders over the 
January, 1957, rate, receipts for five others declined by “26%,” 
“40% (two companies), “45%,” and “62%.” The seventh 
respondent did not report on new orders, explaining: “A com- 
parison of dollar value of new orders for January, 1957, and 
January, 1958, would not be relevant in our case since we 
were on a quota basis in 1957.” 

January billings at all seven companies fell from year-earlier 
levels, with declines of “18%,”’ “28%,” “29%,” “33%,” “85%,” 
“37%” and “40%” reported. 

One of five respondents predicting when business would 
pick up says: “Our current opinion is that February will be our 
low month for new orders. We expect a slight upturn in 
March.” The second expects that “the bottom of this dip may 
possibly be reached in March, with a marked pickup in June.” 
One company puts any appreciable improvement in its busi- 
ness still further away: “A marked pickup in new orders may 
not appear before the third quarter.”’ The last two firms “do 
not expect a sustained upturn before the last quarter of 1958.” 

One participator reports having taken steps some time ago 
designed to even out the ups and downs in its business. “‘Prior 
to the onset of the current recession,” states a vice-president, 
“we were engaged in a serious program to persuade our cus- 
tomers not to overbuy from us so they would not build exces- 
sive steel inventories.” 

One company is seeking to cushion the effects of the business 
decline on orders by bettering its competitive position. To 
accomplish this it is: “tightening production inspection pro- 
cedures ¢ completely revising customer servicing procedures ¢ 
reexamining its sales incentive systems ¢ stepping-up sales 
training to improve on-the-job efficiency of salesmen ¢ intro- 
ducing a comprehensive sales and product training program 
for jobber salesmen improving old products and adding new 
products.” 

Three respondents report “increasing sales efforts,” four 
mention more emphasis on “prompt service to customers” and 
three others are introducing ‘expense reduction programs.” 


Electrical Industrial Equipment 


’ Four of the six manufacturers of electrical industrial equip- 
ment participating in this survey find that their new orders for 


APRIL, 1958 


January, 1958, failed to measure up to those of January a year 
earlier. Reported declines amount to “20%” for two companies 
and “28%,” for the third, and for the fourth, orders that were 
“Jower.”’ One company says that its January new orders were 
“unchanged” from January, 1957, levels, and another reports 
that its orders were “slightly higher.” 

While two participants state that their billings levels were 
“higher” and “1% higher’ for January, 1958, than for Janu- 
ary, 1957, four other companies report declines amounting to 
“1%,” “2%,” “6%,” and an undisclosed amount. 

When will new orders reach their low point? Two companies 
say that the low point for orders has already been passed; two 
others believe that the bottom will be reached some time dur- 
ing the first quarter of 1958, and a fifth expects new orders to 
be lowest in the third quarter of this year. 

New order levels will rise decisively either late this year or 
early next year, according to the opinions received from four 
of the cooperators in this group. One producer predicts a sharp 
rise in orders by March of this year, a second expects the 
reversal “in the fourth quarter of 1958,” and the other two 
expect “a marked upturn in another year,” and a “decisive 
rise about the middle of 1959.” 

Most of the cooperators who are taking steps to fight the 
decline in order levels explain that they are “increasing their 
sales efforts.”” Some companies are striving to “upgrade service 
facilities” and to “introduce new or improved products.” One 
company says that it will “have improved catalogs and data” 
to encourage customers to buy. 


General Industrial Machinery 


The seventeen manufacturers of general industrial machin- 
ery participating in this survey report that for the most part 
their January business this year failed to equal that of January 
a year ago. One company reports a rise of “7%” in new orders 
for January, 1958, compared with January, 1957, and one 
indicates a rise of “70%” for the same period. But fifteen com- 
panies posted order declines ranging from “4%” to “55%,” 
nine of them within the range of 20% to 25%. The company 
whose January new orders fell “55%” from the year-earlier 
level is careful to point out that ‘“‘one month is not sufficient 
for comparison purposes in our business.” 

Three of the sixteen manufacturers reporting January, 1958, 
billings compared with January, 1957, levels posted rises of 
“Om,” “5%,” and “44%,” respectively. However, twelve com- 
panies indicate that their January, 1958, billings were below 
those of January, 1957, with six of the twelve recording de- 
clines ranging from 9% to 15% and the rest “23%,” “25%,” 
“30%,” “35%” (two companies) and “37%.” 
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While one producer of general industrial machinery states 
that his company “probably reached the low point in new 
orders in November or December, 1957,” most of the com- 
panies in this group feel that the low point is still ahead. Five 
forecast that orders will hit bottom sometime during the first 
quarter of 1958, two estimate that it will not happen until the 
second quarter, and one gives the third quarter as his estimate. 
Of two other firms that are less optimistic, one expects the low 
point in new orders in the “late third or the fourth quarter of 
1958,”’ and the other predicts that its new order receipts will 
scrape bottom in “the last quarter of 1958 or the spring of 
1959.” 

Seven cooperators in this group estimated when to expect a 
marked upturn in new orders. Two cooperators predict a 
marked upturn in the second quarter of 1958, and two others 
expect it either the second or the third quarter. One forecasts 
a decisive rise in new orders “during the third quarter of 
1958” and two expect it in “the last quarter of the year.” 

Intensified sales efforts are being exerted by many survey 
cooperators in this group in the face of lowered order rates. As 
one company executive puts it: “By increasing sales incentives 
and conducting special promotions and advertising programs, 
and by concentrating on industries least effected by the cur- 
rent downswing, we hope to get a better share of the market 
and to stimulate ordering.’”’ Another company describes a 
somewhat different approach to the problem: “We have 
stepped up our sales efforts by using personnel other than 
strictly sales people to assist in securing major contracts and 
orders. To a larger extent than previously, engineers and tech- 
nicians are now accompanying sales people when conditions 
warrant.” 

At the same time, a number of the cooperating companies 
report that they are taking steps to reduce the effects of the 
recession by “cutting overhead,” “shortening workweeks”’ 
and/or “laying off help.” Typical of the concerted action being 
taken by some reporting producers is this statement from a 
company: “We are reviewing all open quotations once a week 
for possible price correction, handling all kinds of little orders 
that formerly we found somewhat difficult to honor, and are 
giving the best service we know how.” 


Hardware 


Five producers of hardware reported that business was 
down in January as compared with January, 1957. All four 
reporting on new orders showed declines of “8%,” “30%,” and 
“35%” in the case of two companies. 

Dollar billings of all five hardware producers were lower in 
January, 1958, than in January, 1957. Billings are described as 
being “down 6%,” “off approximately 12%,” “22% under,” 
“down about 30%” and “off 35%” from year-ago levels. 

Three respondents estimate that receipts of new orders 
should “hit the bottom”’ in the first quarter of 1958; a fourth 
expects that there will be “a continued sagging of business 
until July or August, 1958.” 

Three of the participants express the belief that the re- 
covery will be “gradual.” A fourth survey participant predicts 
that the upturn will become “marked in the month of July.” 

Various efforts are reported to cushion the effects of the 


current business decline. Four firms indicate that they are 
working to push order levels upward by “intensifying sales 
efforts” and three are “introducing new products.” One of the 
hardware producers is “taking a careful look at prices, reduc- 
ing them when the reduction is warranted by increased manu- 
facturing efficiency.” One company is “watching its expenses 
in an effort to protect profit margins” and another is “curtail- 
ing working hours and laying off help.” 


Industrial Machinery—Specialized 


The consensus of fifteen manufacturers of specialized in- 
dustrial machinery is that business in January of this year 
suffered by comparison with year-earlier levels. The four sur- 
vey participants showing rises in the value of new orders are 
outnumbered by the nine that report order levels lower than 
in January, 1957. Two companies did not submit data on this 
point. 

While one manufacturer indicates that “new orders in 
January, 1958, slightly exceeded those of January, 1957,” and 
another says that they “compare favorably” with last year, 
two others specify sizable gains in orders of “28%” and 
“80%.” 

The nine respondents who indicate a lower value of new 
orders this January then in January, 1957, report declines 
ranging from 8% to 60%. The mildest declines noted were 
“8%,” “16%” and “20%.” Two others posted declines of 
“93%” and “34%,” and three producers experienced still 
sharper drops of “45%,” “50%,” and “60%.” One cooperator, 
rather than citing a specific figure, said that his “January, 
1958, orders were much lower than those in January, 1957.” 

January, 1958, billings of three companies increased by 
“20%,” and “100%” over and “compared favorably” with 
January, 1957, levels. Ten companies reported billings that 
were down from year-earlier levels by “8%,” “11%,” “18%,” 
*19%,”" “25%,” “27%,” “8314%,” “87%,” “40%” and “41%.” 
And in the fourteenth of the companies reporting on this 
subject, billings “were about the same.” 

Six responded to the question: When will the low point 
occur? One said his firm “reached the low point in new 
orders in December, 1957,” and ancther says: “We believe we 
are now at the lowest point.’ Other respondents expect new 
orders to hit bottom in “March or April.” in the “spring,” 
“within the next two to three months,” and in “the latter part 
of this year.” A seventh executive, while making no specific 
forecast, questions “‘whether there will be any upturn in our 
business at all this year.” 

Four of the fourteen respondents estimated when a marked 
resurgence in new orders might take place. One of the four 
expects recovery in “late spring or early summer,” another 
“about July,” and a third “within six months.” The least 
optimistic estimate is “that a marked upturn will come in the 
spring of 1959.” 

Replies to the question: “What are the principal measures 
that your company is taking to prevent or to counter any 
decline in business?” are varied. Four companies include in 
their remarks that they are “putting in extra sales effort,” 
with one of them “adding outside salesmen.” On the other 
hand, three companies are trying to “bring the costs of doing 
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business in line with the present decline,” in some cases by 
“reducing the size of the work force.” 


Instruments, Controls and Apparatus 


Orders and billings for eight cooperating companies in this 
industry were generally below January, 1957, levels. Five of 
the eight posted specific order declines of “12%,” ne Roker eee 
“20%,” “30%” and “70%.” One company reports a ‘“‘frac- 
tional” rise in new orders from year-ago levels, and two com- 
panies made no reply. 

While gains of “10%” and “25%” in billings from January, 
1957, to January, 1958, were recorded by two respondents, 
four others experienced declines of “12%,” “10% to 15%,” 
“15%” and “19%.” A seventh company reports that its 
January billings were “about the same” as in January of 1957, 
and the eighth company did not report on billings. 

The general feeling among the four respondents reporting 
on this point is that “the bottom of the incoming order slump 
will be reached about the third quarter of this year, with a 
marked upturn occurring in the fourth quarter.’”’ Another re- 
spondent expects that “a marked upturn will not occur until 
the third quarter of 1959.” 

Three survey respondents indicate that they have em- 
barked on a program of “intensified sales effort” designed to 
bring about an improvement in their business, and two re- 
spondents are placing increased emphasis on the “introduction 
and promotion of new products.” 

Still other companies tell of efforts to lessen the impact of 
the recession by reducing costs, in one case by “cutting the 
work week from forty hours to thirty hours.”’ Another partici- 
pant takes an opposing viewpoint, stating that ‘‘we are in- 
creasing man-hours and budgets for research, development, 
and sales promotion of current projects.” 


Iron and Steel Foundries 


Company executives in eleven iron and steel foundries 
unanimously report a decline in business activities for Janu- 
ary, 1958, as compared with January of last year. Order de- 
clines reported are “5%,” “11%,” “15%,” “20%,” “27%,” 
“29%,” “30%,”’ “30%-35%,”” “37%,” “52%,” and “60%.” 

And the ten companies making billings comparisons all show 
declines for January, 1958, relative to the January, 1957, level 
of dollar billings. They are reported to be in the magnitude of: 
“6%” (three companies), “10%-15%,” “20%” (two compa- 
nies), “24%,” “30%” (two companies) and “53%.” 

The controller of one such company states: “At the present 
time, we are working with virtually no backlog of orders as 
compared with those we were carrying a year ago.” 

Two of the three cooperators who venture an estimate say 
the second quarter of 1958 will see the low point in new orders 
and the third company expects it to occur in the third quarter. 
Only two companies predict when a marked upturn in their 
orders will be in evidence. One of the two expects such an 
upturn in the third quarter, while the other places it in the 
last quarter of 1958. 

In an effort to stimulate business, some respondents are 
“trying to sell more aggressively’; others are resorting to such 
defensive measures as “working toward economies in opera- 
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tions,” “reducing inventory investment,” “laying off person- 
nel” or “shortening work hours.” 

One company president says that “the general decline in 
business has caused a demoralization in price structure of 
some of the products we manufacture. With limited capital 
and with survival being our chief concern, we are countering 
the trend toward lower volume by capturing a larger portion 
of the market. Admittedly, by fighting it out on the price line, 
we are intensifying the vicious circle and probably delaying 
the general recovery.” 


29 6¢ 


Metal Stamping and Coating 


Business, on balance, is reported by the three cooperating 
metal stamping and coating companies to be lower this Janu- 
ary than it was in January a year ago. “Our dollar billings in 
January, 1958, increased 15% over those of January, 1957,” 
states one of the three respondents, but the other two report 
declines of “1%” and “33%.” For the two participants report- 
ing on new orders, there were declines of “30%” and “45%,” 
respectively from year-earlier figures. 

Two companies expect the bottom in new orders to be 
reached during the first quarter of the calendar year, but one 
of them does not “anticipate any marked upturn for another 
six months.” The second expects a “very gradual increase” 
on the upturn. 

“To counter declines in business we have been greatly in- 
tensifying our sales effort and are planning on much better 
coverage of our sales areas,” writes a company president. “On 
one of our items sold by retailers, we are using an entirely new 
program of advertising and promotion and increasing our ad- 
vertising budget.” Another company, writes its president, to 
lessen recessionary influences has “established a new subsidi- 
ary to make a different type of product.” It is analyzing its 
“regular products and potential new products for top produc- 
tive efficiency,” has “‘cut overhead,” and has “taken on a 
methods engineer for further systems improvement.” 


Metalworking Machinery 


New orders in January, 1958, were lower than in the previ- 
ous January for the eight cooperating manufacturers of metal- 
working machinery. The declines reported were as follows: 
“5%,” and “12%” in two cases, and “35%,” “40%,” “56%,” 
“15%” and “78%” in five others. And while one of the eight 
metalworking machinery producers reports that “actual bill- 
ings for January, 1958, compared very favorably with billings 
for January, 1957,” the other seven sustained losses of “12%,” 
“930,” “29%,” “30%,” “40%,” (two companies) and “46%.” 

One of the companies showing a reduction in its business 
says that “this is rather a severe comparison, however, be- 
cause January, 1957, was for us a very good month, while 
January, 1958, has been one of the lowest months for new 
order bookings that we have experienced in several years.” 

Only four of the survey respondents attempt to estimate 
when the low point in new order bookings will occur. Three of 
the four state their orders have already reached bottom: 


“The low point has probably been reached.” 
“I doubt whether new orders will again go as low as in the 


last quarter of 1957.” 
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“We believe that the bottom was reached during the last 

quarter of 1957.” 

The fourth company feels that the low point is yet to come: 
“we expect to see a turn in new orders for our equipment in the 
fall of this year or the first quarter of 1959.” 

According to the most optimistic prediction made by co- 
operators in this group, new orders, are in for a distinct rise in 
“early July” of this year. A second respondent forecasts “a 
marked increase in new orders starting in the third quarter of 
1958.” “The major uptrend will come in the fourth quarter,” 
according to a third company. Least optimistic, a fourth com- 
pany indicates: ““We do not expect to see any marked upturn 
in new orders until the first quarter of 1959, at the earliest.” 

Five of the eight respondents report that they are trying to 
cope with declining order levels by increasing their selling 
efforts in various ways. One company stresses the importance 
of “creative selling” to get new business. Another is “refining 
and expanding” its sales force. A third has developed “a more 
aggressive sales program,” and a fourth is “introducing new 
products in an effort to offset part of the decline.” On the other 
hand, one company is taking steps to moderate the effects of 
the recession by “substantially reducing all variable expenses.” 


Motor Vehicles and Equipment 


Two of the three motor vehicle and equipment manufac- 
turers in this survey report lower levels for dollar billings in 
January, 1958, than in January, 1957. While for one of the 
two companies “dollar billings for shipments made was 
slightly lower,”’ the other company indicates that a decline of 
“approximately 25% took place.”’ The third producer made no 
reply on this point. One of the companies also states that its 
new orders are “slightly lower” in January, 1958, than they 
were in January a year ago. 

Looking to the immediate future, one of the respondents 
says: “At the present time we believe that the bottom in pro- 
duction cutbacks will be reached by the beginning of the sec- 
ond quarter. We do not believe, however, that there will be any 
substantial upturn in the automotive field before fall.” 
Another manufacturer more optimistically states: ‘““We expect 
a marked upturn in business about midyear.” 

To promote sales, one producer reports that “our men are 
out in the field working in different sales areas with our 
dealers’’; another producer is ‘studying every element of the 
market to try to improve sales.” “Advertising and sales pro- 
motion programs have been stepped up,” according to a third 
participator. Still another hopes to mitigate the effects of 
poorer business by “trying very hard to curtail unnecessary 
costs.” 


Nonferrous Metals 


Seven producers of nonferrous metals are unanimous in 
reporting that their January, 1958, business was below year- 
earlier levels. January, 1958, new order receipts are reported 
below those of January, 1957, by “6%,” “10%,” “15%,” 
“25%,” “30%,” “44%,” and in one case by an unspecified 
amount. One of the companies notes that “our effective order 
backlog is less than it was a year ago, so this drop in new orders 
is more serious than the percentage decline indicates.” 


As for dollar billings, a comparison against year-earlier 
levels shows that January, 1958, results are lower by “10%,” 
“19149,” “14%,” “20%,” “30%” (two firms) and “40%.” A 
company president points out, however, that the decline 
posted by his company “is partly the result of a drop in the 
average price of our products of over 11%.” 

The president of one company in the nonferrous metals 
group says: “We think we hit our low point in new orders in 
December, 1957,” and two other executives feel that “the 
bottom of the current recession of business has just about been 
reached.” But a fourth nonferrous-metals firm does not expect 
the low for new orders until “March or April, 1958.” 

However, a decisive upturn in new order levels will not 
occur until somewhat later in the year, according to four co- 
operators. The treasurer of one company and the president of 
another both expect a decisive upturn in the second quarter of 
1958, “We look for substantial improvement in new orders 
about September,” the vice-president of another company 
comments, and the president of a fourth nonferrous-metals 
firm expects a marked rise in order levels some time in the 
second half of 1958. 

Participators report varied efforts to counter the effects of 
falling order levels. For example, one company president 
writes: “We are stimulating our sales department to new 
efforts and putting new life into our advertising program. We 
also have an important cost-reduction program working at all 
of our plants, while at the same time making efforts to im- 
prove productivity per man-hour.” Another respondent com- 
pany is “countering the drop in business by aggressively meet- 
ing all competitive situations, tightening quality controls, and 
doing everything possible to improve service.” At least one 
producer is careful to point out that, despite poorer business, 
“no panic methods are being used to slash personnel.” 


Office Equipment 


Six manufacturers of office equipment participating in this 
survey report generally lower levels of orders and billings for 
January, 1958, as compared with the same month a year ago. 
Order levels rose “somewhat” for one company, were “about 
the same” for another and declined “8%,” “12%,” “around 
15%” and “32%” for four other respondents. 

While one cooperator reported a rise in billings of “4%,” 
four of the six companies had billings “slightly less,” “off ap- 
proximately 12%,” “off about 15%” and “down 19%” for this 
January compared with January of 1957. The sixth survey 
respondent did not reveal his January billing results. 

Of the three companies that gave their opinions on when the 
decline in new orders would be arrested, one felt that “the 
bottom has pretty well been reached,” a second that “the 
bottom will be reached during the first quarter of 1958,” and 
the third “in the next two or three months.” 

Queried as to when a “marked upturn in new orders” would 
occur, three office equipment manufacturers predicted that it 
would take place for them in the third quarter of 1958, and a 
fourth that it would occur “by the latter half of the year.” 

One of the survey cooperators who reported on their efforts 
to minimize the effects of the business decline, listed a multi- 
ple approach to the problem: 
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e “Aggressive programs to redesign existing products and 
to introduce new products 

e “A comprehensive market research program to study 
customer requirements 

e “Introduction of the very latest and most efficient prod- 
uct distribution methods 

e “A ‘hold-the-price’ drive 

e “Distribution of company incentive and profit-sharing 
plans to improve employee morale and quality of product, 
to stimulate sales effort and to maximize service at a mini- 
mum of cost.” 


Three of the respondents are combating the decline by mak- 
ing “increased sales efforts,” and three are either improving 
existing products or marketing new products. One cooperator 
is “increasing advertising appropriations by 25%,”’ and an- 
other is “attempting to direct advertising expenditures toward 
those areas which are more directly productive of inquiries 
and sales.” 


Refrigeration Machinery 


Business in January, 1958, was down compared with 
January a year ago, according to the reports of three refrigera- 
tion equipment manufacturers. Only one manufacturer re- 
ported that its new orders rose “6.8%”; the other two respond- 
ents state that their order levels this January were lower than 
those a year ago by “17%,” and by an unstated amount. Bill- 
ings levels were reported lower this January than in January, 
1957, in two instances by “16%.’”’ The one company showing 
improvement in its January, 1958, order receipts says: 

“What happened in the first month of 1958, compared 
with the same month in 1957, is of limited significance taken 
by itself. It is necessary to add that January a year ago was 
disappointing, also that total new orders for the whole year 

of 1957 were 11.6% below 1956.” 


Two cooperators ventured opinions when asked to time the 
low point in their new orders. A vice-president writes: “We 
feel that orders are about at the bottom now, and we see signs 
of an upturn already.” But the treasurer of the second com- 
pany says: “We feel that we can expect our business to slide 
for another two or three months before it reaches bottom.” 

One refrigeration-machinery producer is “making a stepped- 
up sales effort to prevent any decline in business and is ex- 
ploring the possibilities of new lines kindred to existing lines.” 
The vice-president of another company outlines a three- 
pronged approach consisting of ¢ more aggressive selling e 
continued emphasis on research designed to develop many 
new products as well as to improve existing products ea de- 
termined drive to lower costs and reduce expenses where they 
can be effected without damage to quality or future worth.” 


Structural Metal Products 


The replies from three structural metal products coopera- 
tors indicate that business on balance was at a lower level in 
January of this year than a year ago. The value of one pro- 
ducer’s new orders rose by “6%,” but the other two posted 
declines of “2%,” and “12%.” Billings balances were higher by 
“969,” for one company, but down “21%” and “26%” for the 
other two cooperators. 
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The one company posting favorable comparisons in Janu- 
ary, 1958, reports “new orders for the last half of 1957 con- 
siderably below those for the first half of 1957, with a marked 
increase in activity occurring during January, 1958. We hope 
this indicates the beginning of an upturn in new orders.” An- 
other company does not expect the bottom in new orders to be 
reached until “about May 1.” 

One of the three is “greatly encouraging increased sales 
activity on the part of salesmen to counter any decline in 
business,” and another is “‘vigorously seeking new accounts 
and trying to get more business from old customers.” The 
third survey participant is hoping to modify the effect of the 
business decline by “reducing overhead wherever possible and 
intensifying efforts to achieve cost improvement through 
better tooling.” 


NONMETAL INDUSTRIES 


Apparel and Related Products 


On balance, the reports from five apparel and related prod- 
ucts manufacturers show that business was at a lower level in 
the first month of this year than in January, 1957. For one 
participator, January, 1958, order levels were “1%” above the 
previous January, but three others recorded declines of “8%,” 
“10%” and “25%,” respectively. The fifth manufacturer did 
not report on this point. 

One producer reporting a “47%” rise in January, 1958, 
billings over the total for the same month in 1957 explains 
that “‘it is not a fair comparison, as Easter falls earlier in 1958, 
and orders and billings were placed correspondingly earlier,” 
another apparel producer indicates a 9% rise in billings and 
three additional manufacturers commenting on their billings 
in January, 1958, indicate these were “3%,” “6%” and “10%” 
lower than in January, 1957. 

One of the five respondents replying to the question of when 
new orders would reach their low point says: “We think our 
company’s new orders will reach bottom by the end of Feb- 
ruary. Ours is a highly seasonal business and we expect that, 
as the spring consumer business starts in early March, we will 
see an upturn.” 

All five of the participants report taking steps to counter the 
effects of the business decline. One chief executive typifies the 
remarks of other cooperators in this group: “We are develop- 
ing an intensive marketing and promotional program.” The 
president of another apparel firm states that his company has 
“introduced some new popular-priced merchandise” to try to 
cushion the effects of the business decline. Still another co- 
operator is trying to stem the decline in order levels by “not 
increasing selling prices in spite of increased costs.” 


Chemicals —Inorganic 


New order levels in January, 1958, are reported “un- 
changed” from January, 1957, levels by one producer and 
down “14%” by another. A third company makes no state- 
ment concerning its new order receipts. Comparisons of dollar 
billings show one company reporting an advance of “13.5%” 
over a year ago, and two companies experiencing declines of 
“14%” and of an unspecified amount. 

Optimism is reflected in the statements made by two of 
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the three respondents. The chief executive of one of the com- 
panies says: “We feel that March will be more or less of a 
turning point towards an upward trend again.” The chairman 
of the other states: “Our feeling is that our business, along 
with the general economy, is probably scraping bottom now, 
and that by midyear a definite turn for the better will be 
under way.” 

In one of the companies “‘sales efforts are being intensified, 
expenses carefully scrutinized and every effort exerted to im- 
prove operations in connection with production of new prod- 
ucts.” It is ‘also endeavoring through research to develop new 
products, to improve the quality, and reduce the prices of 
existing products.” 

The “principal measure for preventing or countering a de- 
cline in business,” says another participant, “is to refrain from 
cutting back budgeted advertising, research and other ex- 
penses, even though in some cases products are below budget 
in sales.” 


Chemicals — Organic 


Most of the ten producers of organic chemicals surveyed 
experienced a falling off in business in January of this year as 
compared with that of a year ago. For example, while one co- 
operator shows a “‘slight”’ rise in new orders three other re- 
spondents report that new orders were “less,” “4% below” 
and “approximately 20%” down from January, 1957, levels. 
A fifth company indicates that January, 1958, new orders were 
“about the same”’ as a year earlier. 

Of eight cooperators comparing the yearly change in January 
billings one reports them “slightly higher,” and another “‘about 
the same” as in January, 1957. But five companies posted de- 
clines in billings levels totaling “8%,” “approximately 12%,” 
“14%,” “15%,” and “about 20%” and “down” by an unspec- 
ified amount. 

“We feel the bottom for our orders occurred in November or 
December of last year,” says one of three respondents timing 
the low point for new orders. Two others agree that for their 
companies “the bottom in new orders will be reached in the 
second quarter of 1958.” 

Two respondents feel that a decisive advance in new orders 
will come in the second quarter of this year, and another looks 
for a “marked upturn” in the second or third quarter. Two 
others believe that the fourth quarter of 1958 will bring a 
“significant upturn” in their new orders. One cooperator takes 
the more somber view that there will be “no marked upturn— 
we do not believe that business recovery will be of boomlike 
proportions.” 

Except for one organic-chemical producer who states that 
it is “doing nothing of a special nature to counter the business 
decline” until it can “determine how conditions are at the end 
of the first quarter,” cooperators in this industry report they 
are resisting recessionary influences, some of them by “selling 
harder” and others by instituting “a strong economy cam- 
paign.” Three of the respondents make mention of “new prod- 
uct programs”’ designed to expand their markets. Respondents 
are also trying to lessen the impact of the business recession by 
“providing better customer service and concentrating on pro- 
motional activities.” 


Construction Materials 

Five of the nine manufacturers of construction materials 
surveyed report rises in new orders in January, 1958, over 
year-ago levels and two report declines. Four of the five show- 
ing specific gains placed them at “5%,” “7%,” 20%,” 
and “50%,” respectively. The two declines were “10%” and 
“15%.” The eighth and ninth companies made no statement 
concerning new orders. 

Billings levels compared with those of January, 1957, were 
higher by “5%,” “7%,” “1114%” and “50%,” according to 
four companies and lower by “4%” in two companies, and 
“5%” in another. Two companies made no reply on this point. 

Encouraging responses were received from the two com- 
panies commenting on the question: “If your business has 
been adversely affected, when do you feel the bottom will be 
reached in your company’s new orders?” One producer feels 
that “the bottom has been reached” and that his business 
“will pick up from now on.” The other respondent, who is even 
more optimistic, states: “The low point in our business oc- 
curred in September, 1957; we have had a marked upturn 
since that time, which we are hopeful will carry through all 
of 1958.” 

Despite the generally favorable reports received from co- 
operators in this group, several producers report taking 
measures to soften the effects of the genera! business decline 
on their companies. “We are redoubling our sales efforts,” 
a company president says, “and are combing over our line of 
goods to make sure of its appeal to the public.”’ Another execu- 
tive reports that, “cost reduction efforts are going on in all 
parts of our operating organization and we have made reduc- 
tions in both hourly and salaried personnel.” A third company 
hopes to counter any decline in business by “adding several 
new items to the line.” 


Food, Beverages and Kindred Products 


Relative stability in new orders and billings is indicated by 
the replies of ten producers of food and related products par- 
ticipating in this survey. Three report that new orders received 
in January “were slightly greater,” “up approximately 4%,” 
and “approximately 8% ahead” of the same month last year. 
Two other producers, however, report that new orders in Janu- 
ary, 1958, were “slightly less” than in January, 1957, and a 
third producer states that for his company January, 1958, new 
orders were “down”’ from year-earlier levels. The four remain- 
ing made no reply on this point. 

Dollar billings for January of this year as compared with 
January, 1957, are reported to be “slightly higher,” “exceed- 
ing January, 1957, by approximately 4%,” “approximately 7% 
higher” and “approximately 9% ahead,” according to four 
food firms. Billings for the four other companies reporting 
were “slightly down” (three companies) and “10% less.” 

A vice-president suggests that the low point for new orders 
might have occurred for his company last year, stating that 
“the decline in our business took place in the months of Oc- 
tober and November, 1957, after the first nine months of the 
year had shown a gain each month. It is too early for us to tell 
whether the upturn so far is really permanent.” 

Another company expects that the low point for orders is 
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still to come. In the words of this company’s executive vice- 
president: “Although sales in April, May and June may be 
about the same as in the same months of 1957, we expect 
increases over year-earlier figures only in the last six months of 
this year.” 

Cooperators in this group write of efforts being made to 
mitigate the effects of the decline in order levels. Several com- 
panies report that they are “selling with intensified vigor.” 
One company is “reducing prices in order to move excess 
_ inventory,” while another is “offering specials on certain items 
in January, February and March.” 

Even though orders and billings for January were below 
year-earlier levels, one company reports that it is fending off 
recessionary pressures by “increasing advertising and promo- 
tional activities.” 


Furniture and Fixtures 


Business in January of this year was below the previous 
January, according to most of the reports of seven manufac- 
turers of furniture and fixtures. Five of the six reporting on 
their new order receipts were experiencing declines of “about 
7%,” “15%,” “19.3%,” “20%” and “30%.” For the sixth pro- 
ducer new orders “were up several percentage points,”’ over 
January, 1957. 

January dollar billings were likewise reported generally 
lower than a year ago. Six of the seven cooperators suffered 
declines ranging from “7%” to “39%.” The seventh company 
had a rise of 30% which it attributed to a “continuing increase 
in the acceptance of our product and in the stability of the 
heme construction industry.” 

Although unfavorable comparisons from January, 1957, 
orders and billings predominated, one of the companies be- 
lieves that it “‘reached the bottom in new orders in December, 
1957.”’ Another of the respondents foresees further declines, 
with “the bottom probably being reached by the middle of the 
year and a marked upturn in new orders appearing by July, 
1958.” 

Various efforts to ward off the effects of the decline are re- 
ported by survey participators. “To prevent or to counter any 
decline in business,” says one executive, “‘we are consistently 
bringing out new products and new ideas and increasing our 
sales coverage.”’ This respondent, in common with two other 
companies, is also “increasing advertising budgets.” 

One company president states that his firm is “adding new 
patterns in lower-than-customary price brackets, putting 
special prices on existing patterns where conditions will justify 
it, and entering a hitherto unworked market.” 


Paper and Allied Products 


Eleven producers of paper and allied products participating 
in this survey report that new orders were generally poorer in 
January, 1958, than in January, 1957. Comparing the same 
two months, more companies had gains in billings than losses. 

While three companies reported new orders in January, 
1958, that were “better,” “slightly higher” and “about 15% 
ahead” of the January, 1957, rate, five other participants had 
declines that were “slight,” “3% lower,” “9% lower,” “13% 
down,” and “27% lower.” 
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Yet five respondents reveal that billings in January, 1958, 
when compared with January, 1957, levels were “slightly 
higher,” “higher,” “8% above,” “11144% higher,” and “13% 
up.” January billings for two respondents were down by 
“12%” and “20%” from those of January, 1957, and were 
“about equal” to those of January, 1957, for one cooperator. 
Three cooperators did not give comparisons on either new 
orders or billings. 

Of those respondents who venture to estimate the timing of 
the low point in their new-orders rate, one believed that “bot- 
tom was reached early in January’’; four others expect that the 
low point in orders is still to come. One of these latter pro- 
ducers says: “I am betting on an upturn near the end of the 
first quarter.” A second executive expects that the bottom 
will be hit “in July,” and a third executive looks to “July or 
August” for this to happen. The fourth does not “expect an 
upturn in new orders until the third quarter of this year.” 

The three companies that predict the date new orders will be 
in a definite rising trend indicate that this will happen some- 
time after midyear. One “expects a marked upturn in new 
orders late in the third quarter,’”’ a second does not expect a 
marked upturn “until fall,”’ and the third feels that “there is a 
prospect for a marked upturn the latter part of the year.” 

All eleven survey respondents report that they are engaged 
in various programs designed to prevent and to counter the 
effects of a business decline. Most companies in this group are 
concentrating on “more intensive selling efforts,’ and several 
are “introducing new products” to the market, and three are 
also “placing emphasis on improved quality standards.” 

Three companies are striving to “reduce costs,” one of them 
by conducting “an intensive campaign to reduce waste.” Some 
other cooperators are attacking the business decline by “im- 
proving customer service” and one is “‘stepping up its adver- 
tising program.” 


Petroleum Refining 


Business for the five petroleum refiners participating in this 
survey is reported to have been lower in January, 1958, than 
in January, 1957. Billings were described as being “‘less”’ in one 
case and “materially lower’ in a second, with the other three 
specifying declines of “7%,” “12%” and “19%.” 

However, two of the five refiners expect that “the bottom 
for new orders will be reached during the second quarter of 
1958.” While neither expects an immediate upturn in its busi- 
ness once the bottom is reached, one refiner says that a 
“counterseasonal upturn in new orders will occur in the fourth 
quarter of 1958,” and the other believes that “a marked up- 
turn will probably develop in the first quarter of 1959.” 

Several steps are being taken by the reporting companies to 
counter the effects of the business decline. One of the com- 
panies has embarked on a program of “aggressive selling in all 
markets, including some not normally serviced by our com- 
pany.” Another company is “aggressively searching for new 
uses and new customers for existing products ¢ developing new 
or improved products ¢ expediting cost reduction programs.” 

The controller of one of the refineries states: “There is little 
that any one company in our industry can do to counter 
declines in the demand for our products.” 
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January, 1958, new order levels, compared with those of 
January, 1957, were down “15%” and “25%” at two of the 
three cooperating rubber goods manufacturers. The third pro- 
ducer states that its new orders were “up above the same 
month last year.” The one cooperator commenting on dollar 
billings results indicates that these were “off about 20%” from 
January, 1957. 

A spokesman for one of the firms feels that “the bottom 
has been reached in shipments.” He reports that “we have 
been getting slightly better orders for current production and 
expect the rise to continue.” However, the controller of a 
second company expects any rise to be somewhat delayed. 
“Our forecasts,” he says “indicate that we can expect an up- 
turn in business during the last half of 1958.” 

Two of the respondents are utilizing different approaches in 
combating the effects of the current recession. One has 
“accelerated long-range product-diversification plans, already 
in effect, that can keep sales up even during slumps such as we 
are experiencing at present.” The other company is “doing 
everything it can to cut unnecessary expenses,”’ while at the 
same time conducting a “more aggressive selling program.” 


Textile-mill Products 


Two of seven manufacturers of textile-mill products report- 
ing indicate that new orders received in January of this year 
were “7%” and “‘more than 20%” above those received in 
January, 1957. Two other manufacturers, however, recorded 
orders below last January by “8%” and “12%,” and one that 
they were “hardly any different” in the two months under 
comparison. The two remaining firms did not report order 
level comparisons. 

Only one firm reports a gain of “20% plus” in January, 
1958, over January, 1957, while four respondents posted de- 
clines of “8%,” “13%,” “14%” and “32%”; a sixth producer 
indicated ‘“‘no change.” 

Two of the respondents feel that an end to the downtrend 
in new orders will come about mid-1958. One says: “We believe 
that business will pick up before the end of the first half’’; the 
second “expects an upturn in new orders in July.” A third 
participant who “hopes that the third quarter of this year will 
see the bottom for new orders” anticipates “a marked upturn 
in the fourth quarter of 1958, or the first quarter of 1959.” 

To counter the effects of the decline on business, four com- 
panies specify programs to strengthen their marketing effec- 
tiveness; one of them writes that “greater emphasis is being 
placed on selling, merchandising and advertising.” 


—L.D.M.; G.C.T. 


Second-quarter Trends 
(Continued from page 128) 


This kind of “unless” now attaches to market trends 
generally. The specific areas contributing to the reces- 
sion—the reversal of inventory demand, the sharp drop 
in automobile demand, and the broad decline in capital 
goods demand—have had their specific adjustments. 


What is being tested in the second quarter is whether 
the combined effect of these adjustments will turn out 
to be more than the sum of their individual effects; 
whether, that is, they will produce a more than tempo- 
rary lowering of profits expectations on the part of 
business, and of buying confidence on the part of 
consumers. 

It will be several more months before the next set of 
business expectations data will become available. But 
with respect to the consumer, the various monthly and 
weekly reports on the rate of retail trade remain the 
most important indicators of whether recession is ap- 
proaching a bottom, or whether it has a further down- 
ward course to run. 


Atsrert T. SOMMERS 
Division of Business Analysts 


Business Forecasts 


Canada-General 


Neil J. McKinnon, president, The Canadian Bank of Com- 
merce (in an address to the Canadian Club of Montreal, 
February 3)—“. .. Important in Canada’s economic 
prospect for 1958 is the outlook for capital expenditures 
which, with their multiplier effect, are so widespread in their 
repercussions on business generally. The carry-over of con- 
struction work from 1957, while less than that of a year ago, 
is still very considerable, though along somewhat changed 
lines. Construction contracts awarded in 1957 were about 
half a billion dollars lower than in 1956, with the greater part 
of the decline in residential and engineering construction. No 
comparable decline in over-all capita! outlays seems likely to 
have occurred, though investment in machinery and equip- 
ment was probably below that of 1956. A resurgence in resi- 
dential building starts toward the end of the year and the in- 
crease in funds available for mortgages suggest greater activity 
in this field in 1958, and there is a good backlog of construction 
in engineering and utilities. 

“If, as now seems possible, in fact probable, 1958 capital 
expenditures, and particularly their construction content, do 
not decline more than abcut 5% from 1957, they would con- 
stitute an important source of underlying strength throughout 
the year. 

“Allied with housebuilding, outlays in other directions aris- 
ing from the purchase of a new home are significant. A wide- 
spread sampling has indicated an average expenditure per 
home of $1,610 on a wide variety of household goods. 

“Canadian sensitivity to business fluctuations in the United 
States has always had a major influence, not only because of 
the preponderance of that country in our foreign trade, balance 
of payments and capital investment picture, but because 
United States conditions have such tremendous world-wide 
impact. With 60% of our exports going to the United States, 
even a small percentage movement in over-all demand can 
have widespread and important effects on our economy. 
United States conditions strongly influence not only the evalu- 
ation of future prospects on which many investment projects 
are based, but also their financing. . . .” : 


BUSINESS RECORD 


in the March 
Management Record 


A New Program for Collective Bargaining—Most man- 
agements rely almost entirely on automation to attain 
productivity increases, according to Harold Ruttenberg, 
president of the Stardrill-Keystone Company. He be- 
lieves that this alone is not enough. In addition, com- 
panies must find ways to tap the unused creativeness of 
the worker. His program for tapping this mainly unused 
resource is given in this article. 


Labor Relations Pressures in ’58—In this two-part article, 
a representative of the AFL-CIO and the labor corre- 
spondent of The New York Times discuss possible 
trouble spots in the labor picture. The Times man 
calis for greater democratization in unions as well as a 
larger role for craft minorities. The labor representative 
points out that stability in labor-management relations 
is based on the concept of majority rule. 


Controlling Labor Costs in an Inflationary Period—In 
this round table, spokesmen for three companies discuss 
what their firms did to effect savings in unit labor costs 
both in the office and in the factory. All three have found 
that if cost cutting is to be successful, a company must 
not lose sight of the role the employees play in such a 
program. 


How Not To Influence People—Contrary to usual prac- 
tices, there are times when a manager must attempt not 
to influence his people, for example, when he leads a 
problem-solving conference. If he shows any bias, he may 
fail to get the ideas and thinking of his subordinates. 
But impartiality is not always easy to attain. This 
article discusses how to avoid many potential pitfalls. 


386th Meeting of The Conference Board 
42nd Annual Meeting 


vr 


Theme: Prospects for Economic Growth 


A “searchlight on a number of important areas wherein 
may lie the seeds of a new economic growth”— 


Business Ahead e Prices Ahead 
Escalation and Productivity e World Markets 


ry 


Hotel Waldorf-Astoria, New York City, May 15 and 16, 1958 


For reservations and agenda write The Conference Director, 
The Conference Board, 460 Park Avenue, New York 22, N.Y. 
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